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PREFACE 


On  September  25,  1985,  Governor  George  Deukmejian  signed  into  law 
A.B.  2104  (Chapter  965  of  the  Statutes  of  1985).  This  legislation 
established,  under  the  administration  of  the  California  State 
Archives,  a  State  Government  Oral  History  Program  ”to  provide 
through  the  use  of  oral  history  a  continuing  documentation  of  state 
policy  development  as  reflected  in  California’s  legislative  and 
executive  history." 

Oral  histories  undertaken  for  the  state  program  offer  insights  into 
the  actual  workings  of  both  the  legislative  and  executive  processes 
and  policy  mechanisms.  They  also  offer  an  increased  understanding 
of  the  men  and  women  who  create  legislation  and  implement  state 
policy.  Further,  they  provide  an  overview  of  issue  development  in 
California  state  government  and  of  how  both  the  legislative  and 
executive  branches  of  government  deal  with  issues  and  problems 
facing  the  state. 

Interviewees  are  chosen  primarily  on  the  basis  of  their 
contributions  to  and  influence  on  the  policy  process  of  the  state  of 
California.  They  include  members  of  the  legislative  and  executive 
branches  of  the  state  government  as  well  as  legislative  staff, 
advocates,  members  of  the  media,  and  other  people  who  played 
significant  roles  in  specific  issue  areas  of  major  and  continuing 
importance  to  California. 

By  authorizing  the  California  State  Archives  to  work  cooperatively 
with  oral  history  units  at  California  colleges  and  universities  to 
conduct  interviews,  this  program  is  structured  to  take  advantage  of 
the  resources  and  expertise  in  oral  history  available  through 
California’s  several  institutionally  based  programs. 


Participating  as  cooperating  institutions  in  the  State  Government 
Oral  History  Program  are: 

Oral  History  Program 

History  Department 

California  State  University,  Fullerton 

Oral  History  Program 

Center  for  California  Studies 

California  State  University,  Sacramento 

Oral  History  Program 

Claremont  Graduate  School 

Regional  Oral  History  Office 

The  Bancroft  Library 

University  of  California,  Berkeley 

Oral  History  Program 

University  of  California,  Los  Angeles 

The  establishment  of  the  California  State  Archives  State  Government 
Oral  History  Project  marks  one  of  the  most  significant  commitments 
made  by  any  state  toward  the  preservation  and  documentation  of  its 
governmental  history.  It  supplements  the  often  fragmentary 
historical  written  record  by  adding  in  an  organized  primary  source, 
enriching  the  historical  information  available  on  given  topics  and 
allowing  for  more  thorough  historical  analysis.  As  such,  the 
program,  through  the  preservation  and  publication  of  interviews  such 
as  the  one  which  follows,  will  be  of  lasting  value  to  current  and 
future  generations  of  scholars,  citizens,  and  leaders. 


John  F.  Burns 
State  Archivist 


July  27,  1988 


This  interview  is  printed  on  acid-free  paper. 
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INTERVIEW  HISTORY 


Taxes  have  long  been  one  of  the  most  familiar  as  well  as  certain 
functions  of  state  government.  Yet,  one  of  the  principal  agencies 
entrusted  with  administering  many  of  California’s  tax  laws — the  State 
Board  of  Equalization — must  rank  as  one  of  the  least  publicized  and  least 
known  offices  in  state  government.  This  obscurity  is  especially 
surprising  since  the  board  dates  back  to  1879,  when  it  was  established  to 
implement  a  provision  of  California’s  original  constitution  that 
"Taxation  shall  be  equal  and  uniform  throughout  the  state."  Its 
structure  of  the  state  controller  and  four  elected  district 
representatives  has  remained  to  the  present-^  However,  the  taxes  it  has 
been  charged  with  collecting  and  monitoring  have  grown  immensely.  Long 
primarily  the  agency  overseeing  property  taxes,  the  Board  of  Equalization 
became  the  collector  of  sales  and  use  taxes  when  they  were  established  in 
1933.  Since  then,  its  functions  have  expanded  to  such  diverse  levies  as 
the  911  telephone  tax,  energy  and  transit  district  surcharges,  and 
hazardous  waste  taxes.  Clearly,  to  record  the  evolution  of  the  Board  of 
Equalization  is  to  survey  much  of  the  history  of  taxation  in  California. 

Richard  Nevins  is  in  many  ways  the  logical  interviewee  to  summarize 
this  historic  agency  and  its  changing  role.  He  had  served  continuously 

1.  Steven  P.  Arena,  History  of  the  California  State  Board  of 
Equalization:  The  First  One  Hundred  Years  1879-1979  (Sacramento,  1980), 

1. 
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on  the  Board  of  Equalization  from  1959  until  1987,  the  longest  term  of 


any  living  or  former  member  when  this  interview  was  planned.  His  initial 
election  marked  the  shift  in  the  partisan  composition  of  the  board  from  a 
predominantly  Republican  body  to  a  Democratic  one.  During  his  tenure, 
the  board  was  substantially  reorganized,  revised  the  property  assessment 
process,  considered  various  reforms  of  property  and  sales  taxes  from  the 
mid  1960s  to  the  late  1970s  when  Proposition  13  was  passed,  and 
subsequently  worked  out  the  procedures  for  implementing  that  epochal 
shift  in  California’s  tax  policies.  Mr.  Nevins  also  witnessed  the 
adoption  of  numerous  special  taxes  as  well  as  a  growing  list  of 
exemptions  to  long-standing  ones.  His  lengthy  comments  on  these  and 
other  events  related  to  the  Board  of  Equalization  in  themselves  make  a 
substantial  interview. 

But  Richard  Nevins  brought  two  additional  dimensions  to  this 
interview.  During  his  years  on  the  board  he  became  familiar  with  the 
history  of  tax  policy  in  California,  and  he  places  his  own  experiences  in 
a  longer  background  of  the  evolution  of  state  taxes  since  1930.  He  has 
also  been  active  in  politics  and  Democratic  party  activities  through  most 
of  his  public  career,  and  he  offers  extensive  commentary  on  this 
subject.  These  recollections  are  especially  interesting  and  largely 
unprecedented  in  the  area  of  elections  and  reapportionment  of  the 
districts  of  the  board  members. 

This  volume  is  unusual  in  that  it  is  comprised  of  two  sets  of 
interviews  of  Mr.  Nevins  by  two  different  interviewers.  The  project  was 


ii 


originally  taken  up  by  Dr.  Jackson  K.  Putnam,  professor  of  history  at 
California  State  University,  Fullerton.  He  interviewd  Mr.  Nevins  on 
January  12,  1987,  for  approximately  two  hours.  This  interview  focused 
heavily  on  Mr.  Nevins’s  political  experiences,  and  reviewers  suggested 
that  further  questioning  be  done  concerning  the  board  and  tax  policies. 
Dr.  Lawrence  B.  de  Graaf,  also  a  professor  of  history  at  California  State 
University,  Fullerton,  thereupon  resumed  the  interviews  in  early  1989. 

He  conducted  four  interviews,  each  lasting  from  two  to  three  hours.  It 
was  during  these  interviews  that  the  background  history  of  California  tax 
policies  and  most  comments  on  tax  issues  during  Mr.  Nevins’ s  board  tenure 
were  recorded.  All  interviews  were  conducted  at  Mr.  Nevins’ s  home  in 
Pasadena. 

The  value  of  any  oral  history  rests  heavily  on  the  qualities  of  both 
the  interviewer  and  the  interviewee.  Neither  Professors  Putnam  nor  de 
Graaf  was  a  specialist  in  California  tax  policy,  but  each  brought  to  the 
interviews  two  other  areas  of  expertise.  Dr.  Putnam  is  a  recognized 
specialist  in  modern  California  political  history,  while  Dr.  de  Graaf  has 
long  offered  courses  in  recent  American  history  with  emphasis  on  broad 
issues  of  public  policy.  Richard  Nevins’ s  knowledge  of  California  taxes 
is  extensive,  resulting  in  an  interview  that  is  rich  in  references  to 
specific  legislation  and  court  decisions.  Both  interviewers  had  good 
rapport  with  Mr.  Nevins,  who  was  relaxed  and  friendly  throughout  each 
session.  He  did  digress  from  questions  on  quite  a  few  occasions  to 
include  personal  commentaries  on  tax  matters  on  which  he  held  strong 
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opinions.  Sales  tax  exemptions  and  the  Williamson  Act  are  conspicuous 
examples.  Others  digressions  provided  background  information  on  the 
evolution  of  a  policy  or  extended  commentary  on  the  effects  of  various 
laws.  He  also  offered  observations  on  contemporary  public  figures.  This 
combination  of  detailed  knowledge  and  frequent  extended  commentary  has 
produced  an  exceptionally  lengthy  oral  history  but  one  that  should  prove 
useful  to  a  variety  of  state  officials  and  scholars. 

The  interviews  were  transcribed  during  the  spring  and  summer  of  1989 
by  Garnette  Long  and  Gaye  Kouyoumjian.  Lawrence  de  Graaf  edited  them  in 
fall  1989,  and  in  December  they  were  sent  to  Richard  Nevins  for  review. 

He  returned  them  early  in  1990  with  substantial  added  comments. 
Considerable  time  was  spent  researching  the  numerous  references  to 
legislation,  largely  done  by  Lawrence  de  Graaf.  The  revised  transcript 
was  proofread  by  Shirley  E.  Stephenson  and  Debra  Gold  Hansen,  and  all 
corrections  were  encoded  by  Gaye  Kouyoumjian. 

The  original  tape  recordings  of  these  interviews,  along  with 
considerable  research  notes  and  some  photocopied  material  on  the  Board  of 
Equalization  are  in  the  archives  of  the  Oral  History  Program  at 
California  State  University,  Fullerton.  The  master  tapes  are  deposited 
in  the  California  State  Archives. 


California  State  University 
Fullerton 


LAWRENCE  B.  de  GRAAF 
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[Session  1,  January  12,  1987] 

[Begin  Tape  1,  Side  A] 

PUTNAM:  Mr.  Nevins,  perhaps  you  would  like  to  give  a  brief  background 

of  your  own,  just  in  your  own  words,  particularly  your 
prepolitical  career. 

NEVINS;  I  was  born  at  the  Good  Samaritan  Hospital  in  Los  Angeles  on 

April  21,  1921,  but  I  have  lived  all  my  life  here  in  Pasadena. 

I  went  to  a  Montessori  school  when  I  was  three  or  four  years 
old.  I  went,  for  a  few  years,  to  a  public  day  school;  it  was 
just  down  the  street  from  here,  but  it  is  now  torn  down.  And  I 
went  to  Polytechnic  School.  That’s  a  private  school  here  in 
Pasadena,  for  three  years,  through  the  ninth  grade.  Then  I 
went  to  Midland  School,  Los  Olivos,  California.  That  was  a 
boarding  school  started  by  Paul  Squibb  in  1932.  I  got  there, 
of  course,  in  1936.  It  hadn’t  been  going  very  long.  I 
graduated  from  there  and  went  on  to  Yale  University,  and 
graduated  in  the  class  of  1943,  which  actually  got  out  in 
December  of  1942  because  the  war  was  on.  Then  I  went  into  the 
U.S.  Army  Air  Forces,  and  into  a  course  called  premeteorology 
C,  at  Pomona  College.  I  was  there  a  year,  from  February  of 
1943  to  February  of  1944.  I  met  my  wife-to-be,  Mary  Lois 
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PUTNAM: 

NEVINS: 


PUTNAM: 

NEVINS: 


Minton  there.  The  rest  of  my  three  years  in  the  U.S.  Array  Air 
Forces  was  spent  as  a  weather  observer  in  various  places  like 
Bakersfield,  California  and  Reno  [Nevada]  array  air  base.  I 
went  back  to  Harvard  University  in  the  law  school  there  for 
training  in  a  radar-radio  sound  balloon  business.  I  was  in  New 
Jersey  a  short  time,  then  back  to  Illinois  and  back  to 
California.  I  ended  up  the  war  at  Palm  Springs,  which  was  very 
hard  duty  obviously,  [Laughter]  in  the  wintertime. 

Yes.  [Laughter] 

When  I  got  out  of  the  Array  [Air  Corps]  in  February  1946,  I  went 
looking  for  work,  and  I  ended  up  with  a  company  called  Marsh 
and  McLennan,  which  was  a  nationwide  insurance  brokerage  firm. 

I  got  a  job,  and  I  went  back  and  got  married,  and  came  back  to 
California  and  have  continued  living  here  ever  since.  I  worked 
for  Marsh  and  McLennan  until  1958.  During  the  time  I  worked 
for  Marsh  and  McLennan,  I  became  very  active  in  the  Democratic 
party  here  in  California,  and  got  active  in  the  California 
Federation  of  Young  Democrats,  because  one  of  ray  friends  was 
active  in  that.  She,  actually,  was  the  state  president,  and  I 
succeeded  her,  two  or  four  years  later  as  state  president.  I 
was  state  president  from  1956  through  1958. 

Whom  did  you  succeed?  What  was  her  name? 

Toby  Osos.  There  was  somebody  in  between  us — I  don’t  have  good 
name  recall — who  actually  was  in  the  weather  service  with  me. 
I’ll  think  of  his  name  in  due  course  here  [Tom  Winnett] . 
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PUTNAM: 

NEVINS: 

PUTNAM: 

NEVINS: 


Anyway,  because  this  was  a  period — we’re  talking  now  about  the 
1950s — this  is  when  the  so-called  club  movement  got  started  in 
the  Democratic  party  in  California.  And  I  certainly  was  a  part 
of  that  from  the  very  beginning.  We  first  had  the  [Adlai  E.] 
Stevenson  campaign  here  in  Pasadena.  There  was  a  thing  called 
the  Franklin  D.  Roosevelt  Club,  and  I  became  mildly  active  in 
that.  I  worked  in  the  Stevenson  campaign.  And  then  when  this 
Toby  Osos  person  was  very  active  in  the  Young  Democrats,  got  me 
to  go  to  the  place  where  the  club  movement  in  California  really 
was  launched,  where  the  California  Democratic  Council’s  idea 
was  started,  at  the  then  Presbyterian  resort  in  Monterey,  I’ll 
think  of  it,  it  begins  with  .  .  . 

Asilomar. 

Asilomar,  yes.  OK.  I  then  went  to  all  the  conferences  of  the 
California  Democratic  Council,  the  founding  one  in  December  of 
1954,  I  think  it  was. 

I  believe  it  was  1953. 

Yes,  1953,  that’s  right.  December  of  1953  in  Fresno,  and  on  to 
all  the  others  from  then  on.  And,  of  course,  when  I  ran  for 
office  myself,  while  I  was  still  president  of  the  Young 
Democrats,  and  the  year  that  I  left  Marsh  and  McLennan,  in 
1958,  I  did  seek,  and  get,  the  endorsement  of  the  California 
Democratic  Council  [in  1958],  which  was  decisive  in  getting  me 
through  the  primary  because,  you  recall,  in  those  days  we  had 
cross-filing.  What  you  had  to  do  is  win  your  own  primary  in 
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order  to  be  the  candidate  in  the  general  election,  which  I  did 
do.  And  actually,  the  way  the  primary  worked  out,  the 
opponents  to  the  incumbent  got  more  votes  than  he  did,  which 
was  a  pretty  strong  indicator  to  me  that  I  was  going  to  win  in 
the  fall  election. 

The  incumbent  was? 

[Robert]  Bob  McDavid.  He’s  still  alive.  He  lives  in  San  Diego 
County. 

And  you  defeated  him  in  the  fall  election.  Is  that  correct? 
Defeated  him  in  the  fall  election.  We  were  in  the  Democratic 
sweep . 

Did  you  have  much  opposition  in  the  primary?  Were  there 
several  Democrats  applying? 

Yes,  there  were  a  number  of  Democrats.  They  didn’t  put  on  much 
of  a  campaign,  but  there  were  other  Democrats.  I  think  there 
were  two  other  Democrats,  and  the  Republican,  Bob  McDavid.  And 
I  don’t  know  whether  this  is  the  place  to  go  into  it,  but  there 
is  a  complex  way  that  you  get  on  the  ballot.  And  I  was  helped 
[by  my  position]  on  the  ballot.  I’ve  been  lucky  in  politics  a 
lot,  and  I  was  on  the  ballot  in  the  right  places,  in  the  right 
assembly  districts  at  that  time,  and  it  was  very  helpful  to 
me.  Anyway,  so  that  year  all  the  Democrats  won  but  the 
secretary  of  state  candidate,  and  the  reason  that  our  candidate 
lost  was  that  there  was  a  Prohibition  [party]  candidate  in 
there  who  got  just  enough  votes  to  keep  .  .  . 
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Keep  you  from  getting  a  clean  sweep. 

To  keep  us  from  getting  a  clean  sweep.  And,  of  course,  that 
secretary  of  state  position  has  been  troublesome  to  both 
parties  ever  since.  [Laughter]  You  recall  that  your  friend 
Edmund  Gerald  [Jerry]  Brown,  Jr.,  filled  that  spot.  [Laughter] 
And  parlayed  it  into  the  governorship. 

Yes,  parlayed  it  into  the  governorship.  And  he  hoped  to  get 
higher  things,  which  didn’t  work  out. 

Yes. 

OK,  that  sort  of  gets  me  up  to  getting  elected  to  the  board.  I 
could  go  into  a  lot  more  detail  than  that.  But  I  was  very 
active  in  the  club  movement  at  that  time. 

Perhaps  you  should  explain  what  you  meant  about  the 
complexities  about  getting  on  the  ballot  in  that  election. 

Well,  what  happens  in  a  ballot  situation  where  there  is  more 
than  one  candidate  for  the  seat,  not  including  the  incumbent, 
we’re  talking  about,  the  incumbent  was  always  first  in  those 
days,  no  longer.  But  you  were  rotated  on  a  ballot  by  chance  by 
assembly  district.  And  I  had  about  forty-one  assembly 
districts  in  my  Board  of  Equalization  district,  over  half  of 
the  state.  So  where  you  came  out  on  top,  underneath  the 
incumbent,  or  the  bottom,  was  better  than  being  in  the  middle. 

So  if  your  campaign  made  a  point  of  being  more  active  in  the 
areas  you  were  on  top,  you  tended  to  do  better.  So  it  was 
worthwhile  making  an  extra  effort  in  those  areas. 
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I  see. 

One  area  that  one  of  my  Democratic  opponents  beat  me  was  the 
Riverside  County  area.  He  had  done  more  work  than  I  had  in 
that  area. 

Do  you  remember  his  name? 

I  can  remember  his  face,  I  can’t  remember  his  name.  If  you 
want  me  to  remember  names  I’d  have  to  have  some  help.  He  was  a 
salesman  for  an  auto  company  and  had  been  active  in  politics  in 
a  mild  way,  but  not  enough  to  really  do  anything.  He  didn’t 
have  a  lot  of  people  working  for  him  the  way  I  did. 

I  see. 

Because  all  the  people  who  were  endorsed  by  CDC  [California 
Democratic  Council]  worked  together.  It  gave  everybody  the 
other  names,  and  then  there  was  one  piece  of  mail  that  went  out 
to  every  household,  that  said  who  the  officially  endorsed 
Democratic  candidates  were.  That’s  what  got  me  through  the 
primary.  Once  we  got  through  the  primary,  the  general  election 
was  pretty  simple.  In  spite  of  what  the  newspaper  said  in 
those  days  about  the  so-called  [Goodwin  J. ]  Knight-fWilliam  F. ] 
Knowland  split,  basically  we  found  as  candidates  that  people 
were  pretty  tired  of  Republicans.  They  had  been  very  arrogant 
and  lazy.  [Laughter]  There  really  was  a  time  for  a  change, 
and  they  voted  for  us  even  though  they  were  taking  a  chance  on 
us.  And  we  had  some  pretty  strong  people  at  the  top  of  the 
ticket.  Our  candidate  for  the  senate  was  congressman  [Clair] 
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Engle,  and  a  very  nice  fellow,  by  the  way,  and  [Edmund  G.]  Pat 
Brown  [Sr.],  and  the  rest  of  the  slate  was  good,  but  I  mean 
they  weren’t  as  well  known.  Stanley  Mosk  was  pretty  well  known. 
As  attorney  general. 

Yes.  He  had  been  a  superior  court  judge  in  Los  Angeles,  and  in 
those  days  there  weren’t  just  hundreds  of  superior  court 
judges,  there  were  like  twenty.  And  so  he  was  quite  well  known 
as  a  judge.  That  helped  him  a  lot. 

What  motivated  you  to  run  for  that  particular  office?  Was  your 
insurance  background  a  factor? 

Not  really.  Well,  in  a  way  you  could  say  it  was.  What  had 
happened  in  the  insurance  business  was  that  Marsh  and  McLennan 
had  an  office  in  Los  Angeles.  It  was  not  the  world’s  best-run 
operation,  and  the  people  who  led  it  were  not  what  you  would 
call  vigorous.  We  weren’t  expanding  in  Los  Angeles  to  the 
degree  that  the  national  people  thought  we  should  considering 
the  growth  of  the  area.  So  they  had  an  opportunity,  the 
national  people  had  an  opportunity,  to  buy  another  major  Los 
Angeles  insurance  brokerage  firm  called  Cosgrove.  They  did  do 
that.  And  the  way  the  deal  worked  out  the  Cosgrove  people  took 
over  the  Los  Angeles  area,  and  the  Marsh  and  McLennan  people 
took  over  the  Cosgrove  office  in  San  Francisco,  which  was  very 
much  smaller  than  the  one  in  L.A.  [Los  Angeles] 

I  see. 

That  meant  that  there  weren’t  that  many  promotional 
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opportunities.  In  fact,  they  were  going  to  have  quite  a 
substantial  reduction  in  staff,  which  they  did  have.  Because 
of  my  experience  as  a  volunteer  politician  I  knew  enough  about 
running  for  office  to  think,  well,  maybe  I  had  a  pretty  good 
chance.  Actually,  I  didn’t  know  as  much,  not  really  enough, 
but  I  had  friends  who  did  know  enough,  and  they  did  help  me. 
There  was  one  named  Glenn  Wilson,  who  had  been  very  active  in 
the  campaign  for  James  Roosevelt  for  governor  in  1950,  and  he, 
at  least,  knew  all  the  mechanics  of  what  you  do  in  a  campaign. 
What  do  you  do  every  day  in  the  campaign.  Toby  Osos,  by  the 
way,  was  my  campaign  manager.  We  ran  in  a  district  that  was 
eight  counties  in  southern  California,  11  million  people, 
something  like  that,  an  awful  lot. 

A  huge  district, 

A  huge  district.  Actually,  it  looks  big  on  a  map,  but  the 
population  areas  are  really  rather  concentrated.  Either 
they’re  concentrated  or  they  were  on  a  line,  so  you  really 
weren’t  running  off  into  the  underbrush  very  much. 

I  see. 

You  were  making  trips.  I  could  drive  to  90  percent  of  the 
population  in  an  hour.  This  [Pasadena]  is  where  I  lived  at 
that  time,  because  I  moved  into  this  house  in  1956. 

Really? 

The  only  place  that  was  two  hours  away  that  amounted  to 
anything  was  San  Diego.  And,  of  course,  San  Diego  was  very 
much  smaller  in  those  days  than  it  is  now. 
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Yes, 

And  then  Santa  Barbara  was  the  other  place  that  was  more  than 
an  hour  away.  But  you  could  go  to  Ventura,  you  could  go  to 
anyplace  in  Orange  County  in  those  days  in  an  hour  from  here. 
It’s  hard  to  believe  now. 

So  it  looks  terrible,  but  it  wasn’t  that  bad.  I  mean,  all  of 
Riverside,  San  Bernardino,  and  the  populated  parts  of 
Riverside,  San  Bernardino,  Orange,  everything,  was  within  an 
hour. 

Close  together. 

From  that  point  of  view  it  wasn’t  so  bad. 

Were  there  other  CDC  members  who  wanted  .  .  . 

Well,  it  was  sort  of  involved.  The  [CDC]  convention,  of 
course,  was  in  Fresno  in  January  of  1958,  and  we  were  to 
endorse  the  constitutional  officers  and  there  was  a  change  in 
the  bylaws,  and  we  adopted  the  change  of  endorsing  for  the 
state  Board  of  Equalization.  Unfortunately,  the  way  the 
meeting  dragged  on  we  didn’t  have  enough  time. 

Oh,  really? 

In  the  Fourth  District,  the  one  I’m  in.  Bert  Betts  was  running 
for  treasurer  and  was  having  difficulty  getting  the 
endorsement,  but  he  finally  did  get  it.  But  he  would  have 
considered  running  for  the  Board  of  Equalization.  He  was  an 
accountant,  and  he  had  actually  worked  for  the  board  at  one 
time.  So  I  was  the  only  major  CDC  person  that  I  knew  that  was 
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interested  in  the  job.  There  were  other  people  who  looked  at 
it,  but  never  got  seriously  involved  in  running  for  it.  So  as 
far  as  I  know  he  was  the  only  serious  CDC  candidate.  Now, 
after  I  announced  my  candidacy,  and  we  had  another  endorsing 
convention  in  Los  Angeles  County  to  endorse  for  the  then  State 
Senator  Richard  Richards,  we  used  that  as  a  place  to  endorse 
for  me.  There  was  another  candidate,  his  name  escapes  me  at 
this  point,  but  he  was  the  serious  CDC  person,  and  I  got  the 
overwhelming  number  of  votes  at  the  endorsing  convention,  and 
was  endorsed.  This  made  a  lot  of  difference,  obviously. 

Were  you  quite  well  acquainted  with  the  other  main  movers  and 
shakers  in  the  CDC,  like  Alan  Cranston,  for  example? 

Oh,  yes,  I’ve  known  Alan  Cranston  since  Asilomar.  I  met  him 
and  didn’t  know  him  really  well,  but  I  mean  everybody  met 
everybody— there  were  only  a  couple  of  hundred  people.  Like 
politicians  we  ran  around  and  met  each  other,  that  was 
considered  part  of  the  ballgame. 

Yes. 

So  Glenn  Anderson  and  Paul  Ziffren,  Richard  Richards,  Alan 
Cranston  .  .  . 

George  Miller,  [Jr.].  Was  Miller  .  .  . 

George  Miller  was  there,  but  not  as  active  as  you  would  have 
thought.  He  was  the  chairman  of  the  Democratic  party  at  the 
time.  Actually,  he  called  the  meeting.  But  he  wasn’t  as 


active  at  the  meeting  as  you  would  think  from  what  people  tend 
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to  say.  But  he  was  there  and  I  got  to  know  him  rather  well 
later  on,  because  we  saw  him  up  in  Sacramento.  He  was  a  very 
personable  fellow. 

What  was  the  attitude  of  you  and  the  organization  toward  the 
other  regular  members  of  the  party  who  were  not  so  much  CDC 
oriented,  like  Pat  Brown,  I  suppose,  and  Jesse  Unruh? 

Well,  let’s  go  over  what  was  the  organized  party.  Well,  the 
organized  party  in  the  fifties  were  the  incumbent  Democratic 
officeholders  for  the  assembly.  There  were  a  couple  of  state 
senators,  I  believe,  that  were  Democrats,  but  not  many  other 
than  Richard  Richards.  And  there  were  very  few  of  these 
people.  I  mean  the  Republicans  had  done  a  magnificent  job  of 
reapportionment.  The  great  judge  [Laughlin  E.  Waters],  is 
still  alive,  Nice  fellow,  here  in  Los  Angeles,  was  an 
assemblyman  in  1951  and  did  the  reapportionment. 

As  judge? 

He’s  now  a  federal  judge.  He  did  an  outstanding  job,  so  that 
the  Democratic  districts  were  large  and  very  Democratic,  and 
the  Republican  districts  were  small  and  leaning  Republican. 
Unfortunately,  in  1958,  we  won  all,  we  took  over  both  houses  of 
the  legislature,  although  the  senate  apportionment  was  a 
totally  different  thing  at  that  time.  But  anyway,  we  did  win. 
Now,  Pat  Brown  I  don’t  think  was  really  identified  as  [CDC], 
like  Chet  Holifield,  for  instance,  who  was  a  congressman. 
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Yes,  oh  yes. 
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[Augustus  F.]  Gus  Hawkins.  They  were  the  kind  of  people  who 
were  the  incumbents  that  were  rather  hostile  to  the  club 
movement.  Pat  wasn’t  enthralled  with  it,  but  he,  even  though 
he  had  been  attorney  general,  somehow  wasn’t  identified  as  a 
hostile  incumbent. 

I  see. 

And  he  went  along  with  the  club  movement.  You  know,  not 
wholeheartedly.  I  would  say  Clair  Engle,  who,  of  course,  was  a 
congressman  at  the  time,  was  very  friendly  to  the  club  movement. 
He  was? 

Right.  All  the  time.  And  very  helpful  to  me  in  ray  campaign. 

A  couple  of  times  when  my  campaign  schedule  fell  apart,  he  just 
included  me  in  his. 

Really? 

Oh,  yes.  Like  Labor  Day,  we  went  down  to  Norwalk,  which  was  at 
that  time  considered  a  very  Democratic  place.  He  had  an  event 
at  a  park,  and  I  got  introduced  and  had  a  chance  to  say  a  few 
words,  and  all  that  good  stuff. 

That’s  really  nice. 

He  helped  me  a  number  of  times.  One  time  the  League  of  Women 
Voters  cancelled  out  on  me  at  the  last  minute,  and  he  had  me  do 
an  event  in  Long  Beach,  which  I  really  enjoyed. 

How  about  Sam  [Samuel  W. ]  Yorty? 

Well,  as  I  recall,  Sam  Yorty  was  a  congressman,  but  I  forgot 
the  last  time  when  his  term  ended.  It  seemed  to  me  his  term 


ended  in  1956,  as  I  recall. 
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I  thought  it  was  1958,  but  you  might  be  right. 

Well,  [James]  Jimmy  Roosevelt,  took  his  seat  over,  and  I  can’t 
remember  when  Jimmy  first  took  it  over,  because  Sam  ran  for 
something. 

Well,  he  wanted  to  get  the  CDC  endorsement  for  the  U.S.  Senate. 
The  senate,  but  he  wanted  it,  it  seems  to  me,  in  1956,  didn’t 
he? 

He  wanted  it  in  1956,  and  you  turned  him  down  for  Richard 
Richards.  Is  that  correct? 

That’s  right. 

Wasn’t  there  a  big  fight  about  that? 

We  did  nominate  him  once,  it  seems  to  me,  and  he  lost. 

Yes.  I  believe  you  did,  in  1954.  Because  [Senator  Thomas] 
Kuchel  had  been  appointed  to  fill  out  [Richard  M. ]  Nixon’s  term 
and  had  to  run  again  in  the  next  statewide  election. 

Well,  Yorty  must  have  given  up  his  congressional  seat  then,  if 
he  ran.  He  was  out  of  office  for  three  or  four  years  there 
before  1958.  And  then  he  ran  for  mayor  in  1959,  and  won,  I 
remember  that;  we  were  all  surprised.  We  were  hoping  we  were 
never  going  to  see  him  again.  [Laughter] 

Was  the  feeling  of  the  CDC  pretty  adamantly  opposed  to  Yorty? 
Well,  Yorty  attacked  us  viciously  a  number  of  times,  and  we, 
therefore,  were  less  than  friendly  to  him,  let’s  put  it  that 
way. 

After  first  seeking  the  CDC’s  endorsement? 
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That’s  right.  And  he  had  [Rosalind]  Roz  [Wyman],  when  I  went 
out  there,  pounding  away.  She  had  just  been  elected  as  city 
council  person,  and  she  was  very  much  a  part  of  the  club 
movement  at  the  beginning  of  her  political  career.  She  sort  of 
moved  away  from  it  as  time  went  on. 

Yes, 

Roz  Weiner  she  was  in  those  days. 

How  about  Jesse  Unruh? 

Jesse  Unruh  started  with  the  Trojan  Democratic  Club,  and  moved 
out  from  that.  And  that  was  a  club  where  he  and  the  people  he 
had  met  at  USC  [University  of  Southern  California]  were  very, 
very  close  with  each  other  for  years.  He’s  never  participated 
very  actively  in  the  CDC,  although  a  couple  of  his  people 
always  went  to  every  meeting. 

Oh? 

And  all  of  us  liked  them  as  individuals,  but  they  were  clearly 
just  [Jesse  Unruh’ s]  people.  Jesse  wanted  to  be  more  like  the 
incumbents,  and  he,  of  course,  was  first  elected  in  1954.  So 
he  really  was  a  part  of  more,  what  you  might  call,  the 
incumbents . 

Yes.  How  long  did  you  stay  a  member  of  the  CDC?  Or  are  you 
still? 

Well,  the  CDC  is  a  sort  of  a  weird  organization.  There  were 
two  ways  you  could  be  a  member  of  the  CDC  in  those  days.  Now, 
you  know,  I’m  not  really  up-to-date  on  the  rules.  If  you  were 


15 


PUTNAM: 

NEVINS: 


PUTNAM: 

NEVINS: 


PUTNAM: 

NEVINS: 

PUTNAM: 

NEVINS: 

PUTNAM: 

NEVINS: 

PUTNAM: 


an  official  of  the  California  Federation  of  Young  Democrats, 
you  know,  like  president,  or  vice  president,  you  were  a  member 
of  CDC  by  virtue  of  that.  If  you  had  something  to  do  with  the 
state  committee,  you  were  an  individual  member. 

Oh,  were  you?  Really? 

Yes.  I  think  if  you  were  a  nominee,  even  though  you  weren’t  an 
officer,  but  if  you  were  a  nominee,  you  were  an  individual 
member.  So  I  was  a  member  of  CDC  by  virtue  of  those  things, 
all  the  way. 

I  see. 

I  did  not  have  to  be  elected  by  my  club  to  be  a  delegate  the 
way  most  of  the  people  were.  Now,  if  you  got  elected  to  be  an 
officer  of  CDC  then  you  were  an  individual  member,  and  that  was 
quite  important. 

Yes.  Were  you  active?  Did  you  remain  active  in  the  CDC  during 
the  upheavals  of  the  1960s? 

Well,  I  was  active  until  about,  I  would  say,  1962.  Somewhere 
along  in  there.  As  I  recall,  the  last  convention  I  really  did 
anything  in,  was,  I  believe,  in  Bakersfield. 

I  see.  What  year  was  that? 

It  would  be  1960,  1961,  1962,  somewhere  along  in  there, 

OK. 

Well,  I  certainly  went  to  the  one — that  would  be  in  1960 — where 
we  wanted  Hubert  Humphrey  to  be  nominated. 

Oh ,  yes . 
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He  gave  an  hour  speech,  where  he  was  told  fifty  million  times 
to  give  a  fifteen  minute  one.  [Laughter]  And  he  just  couldn’t 
do  it.  That  was  a  mistake.  I  think  he  almost  lost  California 
just  on  that  alone. 

You  think  so? 

Yes.  We  were  beginning  to  get  into  the  television-radio  age. 
And  Hubert  was  from  the  sort  of  county  fair  politics,  where  you 
have  a  long  talk,  and  are  part  of  the  entertainment  of  the 
evening.  Well,  that’s  not  the  way  it  was  at  this  point, 
especially  a  bunch  of  politicals.  And  he  came  on  a  Friday 
night,  and  started  talking  like  at  quarter  to  twelve.  And  was 
still  talking  an  hour  later.  And  then  we  had  to  get  up  the 
next  morning,  and  you  know,  the  convention  had  a  tight  time 
schedule.  Anyway,  it  was  a  mistake.  But  I’d  say  about  1962  I 
was  chairman  of  the  credentials  committee  of  CDC.  And  that  was 
the  end,  maybe  1963.  But  it  wasn’t  any  farther  than  that. 

Then  after  that  we  decided  that  wasn’t  my  bag,  and  I  started  to 
do  other  things. 

Was  your  CDC  experience  related  to  your  role  as  state  president 
of  the  Young  Democrats? 

As  I  said,  if  you  were  an  officer  of  the  Young  Democrats,  you 
were  an  individual  member.  So  I  made  it  a  practice,  as 
president  of  the  Young  Democrats,  to  associate  myself,  and  go 
to  every  major  meeting  of  the  California  Democratic  Council, 


which  I  did  do. 
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I  see.  How  effective  do  you  think  the  Young  Democrats  were  as 
a  political  organization? 

Well,  I  think  that  the  main  reason  for  the  Young  Democrats,  and 
the  one  that’s  still  a  good  reason,  is  it  gives  a  young  person 
a  chance  to  find  out  what  politics  are  all  about.  What  do  you 
do?  How  do  you  have  to  conduct  yourself  to  be  a  successful 
politician?  And  there  are  a  lot  of  people  who  started  that 
way.  [A.  Phillip]  Phil  Burton  is  one. 

Yes,  he  was. 

Howard  Berman,  [Henry]  Waxman,  were  all  people  who  started  out 
as  Young  Democrats,  also  [Mervyn]  Merv  Dymally.  He  ground  the 
mimeograph  machine  for  me  at  eight  o’clock  in  the  morning  at 
the  conference  in  1958,  on  a  Sunday  morning. 

Is  that  right? 

The  officers  get  up  and  do  the  hard  work.  [Laughter]  Anyway, 
what  it  does.  .  .  .  Well,  you  certainly  begin  to  find  out  what 
makes  politics  go.  What  is  it  that  you  need,  what  kind  of 
connections  do  you  need  to  get  into  party  politics?  What  is 
party  politics  all  about?  And  the  Young  Democrats  is  a  very 
fast  way  to  go,  because  you  sort  of,  in  miniature,  you’re  doing 
everything  that  they  are  doing  at  the  national  level.  We  are 
talking  about  the  way  party  politics  were  conducted  in  those 
days,  which  is  substantially  different  now. 

Quite  so.  Getting  into  your  elections,  which  election  do  you 
think  was  the  most  difficult  for  you?  The  first  one? 
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Yes,  I  think  you  could  say  that  the  first  one  was.  We  just  had 
to  learn  what  politics  was  all  about,  and  learn  how  to  make 
talks,  and  how  to  write  press  releases,  and  how  to  deal  with 
the  media,  and  how  to  get  along  with  other  politicians  and  all 
that  stuff.  You  can  say  that  for  that  reason  it  was  very 
tough.  The  election  that  should  have  been  very  difficult  was 
1966.  But  the  Republicans  didn’t  realize  how  well  they  were 
going  to  do,  so  they  fielded  some  person  who  was  in  the 
trucking  industry.  I  can’t  remember  his  name  at  this  point. 
Frank  McCarty? 

Frank  McCarty  was  just  a  nothing,  a  cypher.  And  if  he  had  been 
a  real  candidate  he  would  have  defeated  me  easily.  But  I  had 
campaigned  pretty  heavily. 

[ Interrupt ion ] 

Yes,  Frank  McCarty— -I  see  you  beat  him  by  about  a  hundred  .  .  . 
By  50.1  percent.  Very  small. 

A  million  eight  to  a  million  six  nine.  That  was  our  golden 
opportunity  with  the  [Ronald  W. ]  Reagan  election. 

That’s  right.  The  Republicans  were  totally  unaware  of  what  the 
politics  of  that  situation  were.  They  thought  they  would  maybe 
win  a  couple  of  seats.  They  didn’t  realize  they  were  going  to 
win  a  lot  more.  And  we  didn’t  really  begin  to  realize  we  were 
in  trouble  until  fairly  late  in  the  campaign.  We  thought  we 
were  going  to  do  pretty  well.  And  it  just  didn’t  turn  out  that 


way. 


19 


PUTNAM: 

NEVINS: 

PUTNAM: 


NEVINS: 


PUTNAM: 

NEVINS: 


PUTNAM: 

NEVINS: 


It  was  a  disaster,  wasn’t  it? 

Right. 

Now,  in  1970  you  ran  against  Howard  Jarvis.  Was  that  a 
difficult  one? 

Well,  Howard  Jarvis  was  defeated  on  mechanical  grounds.  The 
gist  of  that  was  Howard  Jarvis  had  been  a  part  of  some  motion 
to  start  a  conservative  party,  which  had  the  effect  of 
splitting  off  votes  from  the  Republican  party.  So  the 
Republican  leadership  remembered  that,  and  went  out  of  their 
way  to  make  sure  that  he  didn’t  defeat  me.  I  would  meet  these 
Republican  leaders  on  the  street  and  they  would  say,  "Dick, 
don’t  worry  about  Howard,  we’ll  take  care  of  it." 

Is  that  right? 

Yes.  They  did  that,  a  lot.  Not  just  once  or  twice,  a  lot. 
[Laughter]  So  the  point  of  that  is  that  he  had  a  chance,  but 
by  then  the  people  had  moved  away  from  their  sort  of  Republican 
position.  All  the  time  that  I  was  in  office  I  came  on  as  sort 
of  nonpartisan,  even  though  I  came  from  a  very  partisan 
background  as  a  politician.  I  didn’t  come  on  as  a  partisan 
Democrat  in  office.  I  came  on  as  a  sort  of  good  government 
type. 

Yes. 

And  I  said  I  would  try  to  get  the  League  of  Women  Voters  type 
vote.  That’s  where  I  aimed  myself.  And  that  is  one  of  the 
reasons  I  didn’t  run  again  [in  1986].  That  type  of  vote  has 
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kind  of  gone  away.  There  aren’t  a  lot  of  good-government 
people  out  there  anymore,  [Laughter],  unfortunately. 

Incumbency,  though,  is  a  pretty  great  advantage. 

The  big  advantage  of  incumbency  over  anything  else,  is  that  you 
know  where  everything  is. 

Yes. 

You  can  spot  a  problem  and  do  something  about  it.  You  have  the 
means  to  do  something  about  it.  It’s  not  so  much  that  you’re 
in,  it’s  that  you  know  where  it  is,  and  you  can  move  fast,  and 
you’re  very  sensitive  to  a  lot  of  things  going  on.  Whereas  if 
you’re  a  challenger  you  just  don’t  have  the  ways  of  getting  the 
information  that  an  incumbent  has,  unless  the  incumbent’s  in 
some  very  serious  difficulties. 

Yes.  I  see  by  1978  you  had  no  opposition  in  the  Democratic 
primary  or  the  general  election. 

Again,  a  big  mistake  on  the  Republicans’  part.  This  was  a 
chance  to  wipe  me  out  easily  if  they  had  had  a  good  opponent. 

I  mean,  you  know,  just  a  reasonable  opponent  would  have  made  a 
great  deal  of  difference.  When  you  don’t  have  any  opponent, 
why,  life’s  a  bowl  of  cherries,  right? 

Yes . 

So  then  in  1982,  you  know,  we  had  the  three-day  scare,  so  to 
speak.  The  Berman-[Carl  J. ]  D’Agostino,  [Jr.]  people  put  on 
this  tough  primary  thing.  They  mailed  out  about  2.2  million 
pieces  against  me. 

In  favor  of  whom?  Julian  Lawler? 
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Saul  Lankster. 

Oh,  Lankster,  Saul  Lankster. 

He  was  a  black  crook  from  Compton.  I  don’t  know  why  they 
picked  him,  because  there  was  a  woman.  And,  you  know,  they 
wondered  themselves  why  they  didn’t  pick  the  woman. 

Shirley  Smith. 

Shirley  Smith.  She  was  a  pretty  nice  person. 

Why  did  they  do  that? 

Well,  I  think  they  were  getting  into  business,  into  the 
campaign  management  business,  and  they  wanted  to  show  that 
their  ability  to  field  these  mailers  would  make  a  big 
difference.  So  if  you  picked  on  a  candidate,  an  incumbent,  who 
didn’t  expect  any  attack,  you  could  measure  how  effective  their 
mailers  were.  Well,  they  were. 

That’s  pretty  cold,  isn’t  it? 

It  is  pretty  cold.  And  especially  when  you  consider  that  I  had 
known  a  lot  of  these  folks,  had  helped  some  of  them,  and  I  knew 
D’Agostino  quite  well.  He  had  been  involved  in  ray 
reapportionment  in  1971.  He  was  a  staff  person  for  the 
[assembly]  elections  committee.  And  the  whole  thing  was  just 
pretty  weird  when  you  got  right  down  to  it.  We  ceased  to  be 
friends,  let’s  just  put  it  that  way. 

Yes.  I  would  think  that  it  would  create  hard  feelings. 

Well,  there  were.  I  took  them  on  pretty  hard.  And  it  cost  a 
lot  of  money  to  unbail  themselves,  anyway. 
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Yes. 

But  I  came  the  closest  to  getting  wiped  out  there,  really.  I 
mean,  I  only  got  39  percent  of  the  vote,  and  Lankster  got  36 
percent.  We  put  on  a  last  minute  radio  spot  campaign.  We  got 
about  a  100  or  200  spots  out,  which  we  fabricated  on  Sunday, 
got  them  out  on  Monday  and  Tuesday.  And  we  got  some  full  page 
ads  in  the  L.A.  Herald  and  the  L.A.  Times.  We  tried  to  get 
them  in  the  other  papers  and  they  wouldn’t  take  them. 

Really? 

We  tried  to  get  them  in  the  Long  Beach  Press  Telegram,  The 
Daily  Breeze,  Star  News,  and  they  have  a  policy  that  they  won’t 
put  ads  in  on  the  last  day. 

I  see. 

But  we  needed  to  assure  people  I  was  running. 

Did  they  suggest  you  weren’t  running? 

Well,  I  mean,  you  know,  if  you’ve  got  all  this  mail,  and  you 
didn’t  counterattack,  you  were  asking  to  be  eliminated.  So  we 
dropped  about  $20,000  or  $30,000  on  this  last  minute  stuff, 

I  see. 

We  really  should  have  spotted  it  a  little  sooner.  But  my 
campaign  people  were  pretty  complacent.  I  was  the  one.  .  .  . 
It’s  funny  on  that  campaign,  I  wanted  a  spot  ready  just  for 
this  sort  of  thing,  and  they  didn’t  do  it.  I  mean  we  had  to 
make  a  new  one;  we  had  to  make  one  on  Sunday. 

How  did  you  do  that? 
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They  took  the  one  we  had  before  and  changed  a  few  words. 

I  see. 

They  eliminated  some  stuff.  [Laughter] 

That’s  the  Sunday  before  the  election? 

Yes. 

Pretty  close.  Well,  you  won  by  227,000  to  173,000.  That 
wasn’t  that  bad. 

But  I  mean  that’s  if  you  take  a  percentage  .  .  . 

Yes,  and  there  were  two  other  candidates. 

Two  other  candidates.  I  wasn’t  any  world  beater,  let’s  put  it 
that  way. 

But  then  in  the  general  election  you  all  had  it  back  together 
again.  You  won. 

What  I  did  was  I  spent  quite  a  lot.  We  spent  about  $70,000  or 
$80,000,  as  I  remember,  somewhere  along  in  there.  We  went  in 
for  one  minute,  we  went  in  for  ten  second  TV  spots.  We  bought 
some  newspaper  ads.  But  the  ten-second  TV  spots  were  very 
effective.  I  would  recommend  that  candidates  for  the  kind  of 
office  with  the  area  that  I  have  really  use  those  again.  And 
Conway  Collis  did  use  them  in  this  election.  He’s  the  one  with 
the  "Karate  Kid." 

[Laughter]  Yes. 

I  just  think  it’s  so  much  more  effective,  you  get  so  much  more 
for  your  money  on  television  than  you  do  through  the  other 
medias.  It’s  just  unbelievable. 
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Of  course,  that  makes  it  more  and  more  expensive  too,  doesn’t 
it? 

Well,  not  really.  Direct  mail  is  pretty  expensive,  if  you  have 
a  big  district  like  ours.  But  Paul  Carpenter,  who  is  now  the 
incumbent,  he  used  a  lot  of  direct  mail,  and  beat  people  who 
also  used  direct  mail.  Against  my  advice  [Los  Angeles  County 
Assessor  Alexander]  Alex  Pope  did  not  use  television,  and  I 
think  if  he  had  he  would  have  won.  But  he  didn’t. 

Did  you  support  Pope? 

No,  I  didn’t.  I  didn’t  support  anybody. 

You  didn’t  support  anybody. 

I  was  neutral  in  the  [1986]  race. 

You  were  neutral? 

But  I  just  feel  that  television  is  the  way  to  go,  and  that 
people  are  going  to  have  to  look  to  cable  and  all  that. 

Yes. 

At  least  part  of  your  campaign  has  to  be  done  that  way.  I  mean 
you  have  to  have  certain  other  things  going.  You  have  to  have 
a  position,  you’ve  got  to  be  able  to  tell  people  what  you’re 
doing,  and  all  that  stuff.  As  far  as  letting  people  know  that 
you’re  alive  television  is  very,  very  effective. 

Perhaps  we  should  have  a  few  questions  about  what  you  do  on  the 
Board  of  Equalization  after  you  get  elected  to  it.  What  do  you 
regard  as  the  board’s  most  important  function? 

Well,  the  board  is  a  tax  administering,  a  state  tax 
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administering  organization.  And  there  are  fifty  states,  and 
every  one  has  an  organization  like  the  Board  of  Equalization, 
operating  in  very  much  the  same  way  we  do.  California  has  been 
a  leader  in  tax  administration  since  the  1930s,  I  guess*  And 
the  Board  of  Equalization  has  been  a  part  of  that  leadership. 
We’ve  developed  new  techniques.  Overall  the  California 
government  has  been  well  financed,  and  well  run  without  a  lot 
of  patronage  hocus-pocus  going  on.  That  has  been  a  problem  in 
other  states.  The  people  have  supported  the  civil  service 
system  up  until  Ronald  Reagan  became  governor,  particularly 
under  Governors  Earl  Warren  and  [Goodwin  J.]  Goodie  Knight. 

They  were  both  very  strong  supporters  of  the  civil  service 
system  in  state  government.  And  they  went  out  to  make  it  a 
really  good  operation.  And  it’s  funny  that  the  governors  since 
then  have  not  carried  on  that  tradition. 

Why  is  that,  do  you  think? 

Well,  somewhere  along  the  line  this  government  bashing  business 
came  along.  And  it’s  still  in  style,  although  the  Democrats 
are  counterattacking  on  it  now.  I  think  you’re  going  to  see  in 
this  year’s  legislature  a  change  on  that.  I  think  you  see  sort 
of  timid  things  that  the  governor’s  doing  to  try  to  get  away 
from  government  bashing  like  having  bonds  for  freeways.  I’m 
surprised  that  people  haven’t  laughed  him  out  of  his  place. 

He  has  gotten  away  with  that  pretty  well,  hasn’t  he? 
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But  the  point  there  is  that  people  are  suddenly  realizing  we 
are  going  to  have  to  have  state  and  local  government  again  to 
do  a  lot  of  things.  I  think  that  you  people  who  live  in  Orange 
County  can  point  out  with  great  detail  how  it  costs  you  a  lot 
of  money  to  sit  on  a  freeway  every  night  because  you  don’t  want 
to  spend  another  nickel  a  gallon  on  gasoline  taxes.  But  if 
that’s  your  choice,  and  you  want  to  save,  you  know,  maybe  ten 
cents  on  taxes  coming  home  at  night,  why,  you  can  sit  out  there 
for  the  hour  that  you’re  out  on  the  freeway  and  enjoy  yourself, 
as  far  as  I’m  concerned.  [Laughter]  But  I  would  say  in  Jerry 
Brown’s  time,  particularly,  the  state  civil  service  took  an 
awful  beating.  He  did  very  badly  on  pay.  He  and  Ronnie  Reagan 
cut  back  training,  and  all  the  other  things.  The  kind  of 
people  they  put  on  the  personnel  board,  and  what  you  call  the 
civil  service  commission  in  other  states,  were  not  the  quality 
of  people  that  could  keep  a  first  rate  civil  service  going. 

How  did  that  affect  the  board? 

Well,  the  board  members,  the  elected  partisan  board  members 
recognized  that  the  only  way  that  they  were  going  to  do  well  is 
to  have  an  effective  civil  service  staff  do  a  good  job  for 
them.  And  that’s  what  we’ve  done.  And  we  do  have  a  good 
reputation.  We  are  well  liked.  I  point  out  to  you  that  this 
telephone  number  I  have  here  was  listed  right  next  to  my  office 
phone  for  almost  twenty  years. 
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And  I  get  about  one  call  a  year,  in  a  calendar  year, 
complaining  about  taxes. 

Really!  That's  all? 

That's  all.  That  tells  you  something. 

Yes,  it  does.  Property  taxes,  are  you  talking  about? 

Property  taxes  is  a  part  of  tax  administration.  We  were  sort 
of  indirect  in  that.  Every  state  has  the  same  kind  of  system. 
They'll  have  a  locally  administered  property  tax.  It's 
fifty-eight  county  assessors.  There  were  some  city  assessors 
extant  when  I  first  came  in  office,  but  they  didn't  amount  to 
anything.  So  the  state  has  an  interest  in  seeing  that  the 
property  tax  is  well  administered,  because  if  it  is,  then  you 
have  to  appropriate  less  money  for  schools,  or  whatever  the 
other  functions  of  government  are,  because  after  all  the  state 
is  the  constitutional  and  historical  element  of  government,  and 
counties  and  cities  are  creatures  of  the  state. 

Correct . 

And  it's  the  state  that  has  the  power  that  George  III  had. 
[Laughter]  It's  not  the  city  and  county  of  Orange,  or  the  city 
and  county  of  San  Francisco,  or  whatever  it  is.  It's  the 
state.  And  that's  where  it  is.  So  if  you're  a  state 
legislator,  what  you  don't  want  to  do  is  raise  the  money  at  the 
state  level  and  have  it  spent  locally,  and  let  the  local  guys 
get  away  with  murder.  And  that's  your  basic  position,  and  it’s 
that  part  of  looking  at  the  total  picture  that  the  Board  of 


28 


PUTNAM: 

NEVINS: 

PUTNAM: 

NEVINS: 

PUTNAM: 

NEVINS: 


Equalization  carries  out  its  role  in  property  taxes.  We  did 
assess  the  state  utilities,  but  that  was  a  practical  problem. 
The  only  reason  we  did  it  was  it  was  very  difficult  to  do 
locally. 

Yes.  Do  you  still  do  that. 

We  still  do  that.  I  suppose  it  could  be  done  locally.  It’s 
easier  to  do  it  this  way,  and  it’s  inexpensive,  so  why  not. 

Do  you  regard  that  as  the  most  important  function,  the 
supervising  of  property  tax  administration? 

Well,  certainly  when  I  came  into  office  it  was  very  important. 
Property  taxes  made  up  about  60  percent  of  the  total  state  and 
local  revenue  at  that  time. 

Really. 

The  whole  banana.  Property  taxes  when  I  first  came  in  were 
around  60  percent.  It  dropped  down  to  about  52  [percent]  or  53 
percent  by  the  time  Proposition  13  came  along.  Now,  property 
taxes  altogether  equal  about  the  same  amount  of  money  that 
state  sales  taxes  and  the  personal  income  tax  together.  Those 
are  the  three  taxes  that  we  now  have  in  common.  We  have  a 
whole  bunch  of  cats  and  dogs  out  there.  But  those  are  the 
three  major  ones.  The  billions  that  you  talk  about,  that’s 
where  they  come  from.  So  property  taxes  was  reduced  from  60 
percent  down  to  like  20  percent.  In  other  words,  there  was  a 
very  substantial  reduction. 

Sales  taxes,  you  receive  sales  taxes? 
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What’s  happened  under  the  statutory  scheme  is  that  the 
legislature  said,  "Here,  Board  of  Equalization,  you  administer 
the  sales  tax.”  We  had  some  effective  politicians  on  the  board 
in  1933,  and  they  got  the  job,  and  we  did  a  good  job  until 
there  was  no  good  reason  to  take  it  away  from  us.  And  we  get 
all  the  so-called  excise  taxes.  The  Franchise  Tax  Board,  the 
other  taxing  agency,  gets  the  personal  income  tax,  some 
property  tax  assistance,  which  is  a  real  Mickey  Mouse  little 
thing,  and  the  corporate  income  taxes  are  the  three  things 
that  they  have.  Then  we  have  all  the  excise  taxes,  of  which 
there  is  quite  a  number. 

And  you  receive  them,  and  then  what? 

Put  them  into  the  state  treasury. 

Put  them  in  the  state  treasury  in  the  general  fund. 

Well,  we’re  the  agency  that  collects  them.  We’re  the 
collection  department  for  taxes,  that’s  what  it’s  all  about. 

The  whole  thing  is  aimed  at  getting  the  money,  so  you  develop  a 
scheme  to  get  the  money.  In  the  case  of  sales  taxes  you  give 
people  permits  to  engage  in  the  sale  of  tangible  personal 
property  at  retail,  and  it’s  the  tax  measured  by  the  gross 
receipt  from  that  sale.  And  we’re  the  ones  that  handle  that. 

If  you  have  a  permit,  then  you  can  buy  goods  for  resale  without 
paying  a  tax.  That’s  the  reason  for  the  permit.  So  everybody 
wants  to  be  in  that  position. 

Can  that  be  evaded? 
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Sure.  Well,  what’s  happened  in  California  right  now  is.  .  .  . 
Yes,  it  can  be  evaded  in  a  number  of  ways.  The  first  way,  and 
the  biggest  single  loss  of  sales  taxes  today  and  in  anytime 
since  I’ve  been  in  office  is  skimming.  By  skimming  I  mean  an 
employee  rings  up  a  sale,  or  he  makes  a  sale,  gets  the  money 
and  he  doesn’t  ring  it  up.  He  puts  the  money  in  his  pocket. 
That’s  a  taxable  sale. 

Yes. 

And  probably  2  percent  to  3  percent  of  all  sales  in  California 
are  lost  to  the  owners  in  the  state,  or  the  taxes,  at  least  on 
those,  are  lost  to  the  state. 

How  do  you  determine  that? 

Well,  we  know  from  talking  to  people  in  the  retail  business 
that  this  is  a  perennial  problem.  We  know  from  auditing 
certain  kinds  of  businesses  like  liquor  stores,  where  we  know 
what  the  cost  of  goods  are  that  there  is  always  this  loss.  The 
employees  are  stealing  from  the  boss,  "knocking  down,"  it’s 
called  in  the  bar  business. 

Yes. 

We’re  just  making  these  audits  at  gas  stations.  They  were 
auditing  virtually  every  gas  station  in  the  state.  At  least 
they  were  making  a  desk  audit.  We  were  actually  making 
physical  audits  on  maybe  1,000  of  the  10,000  [stations].  We’ve 
already  completed  300  audits,  and  we  have  about  $40  million  in 


tax. 
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Doesn’t  that  take  a  lot  of  personnel  to  conduct  those  audits? 
Well,  it’s  not  so  hard  in  gas  stations,  because  the  energy  laws 
that  we  passed  in  the  energy  crisis  require  that  the  major 
refiners  of  petroleum  products  keep  a  record  of  their  sales  to 
each  station,  so  that  if  there  is  another  shortage  of  gasoline 
in  the  future,  then  the  station  gets  its  gasoline  by  its 
history  in  the  past.  So  you  want  to  have  a  record  of  all  those 
sales.  The  more  you  have  the  better  off  you  are  if  you  have 
this  rationing  again.  That  record  is  a  public  record. 

That’s  available  to  you? 

That’s  available  to  us.  We  use  it.  That’s  how  we  know  whether 
they  reported  all  their  sales  to  us.  Because  we  can  say, 

"Well,  if  you’ve  bought  100,000  gallons,  you  should  have  had 
$100,000  in  sales.  And  if  you  only  reported  $60,000  and  you 
bought  100,000  gallons  of  gas,  well,  then,  obviously  you  owe  us 
some  money." 

Is  that  how  you  do  it?  Do  you  just  tell  them  you  owe  us  .  .  . 
That’s  on  gas  stations,  yes.  And  you  .  .  . 

Is  there  a  penalty  for  them  being  behind? 

Interest  and  penalties.  We  have  a  lot  of  clever  gimmicks. 
[Laughter]  Well,  tax  administration  is  a  pretty  standardized 
thing  throughout  the  state,  and  throughout  the  nation,  and  a 
lot  of  procedures  are  like  the  IRS  [Internal  Revenue  Service] 
IRS.  We  think  at  this  kind  of  activity  we  are  lot  better  than 
they  are.  We  know  we  are.  They  administer  a  diesel  fuel  tax, 
which,  basically,  they  depend  upon  us  to  administer. 
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There  have  been  some  major  changes  that  the  board  has  undergone 
since  you’ve  been  on  it,  is  that  right? 

Well,  when  I  first  got  on  the  board — the  organization  had  been 
established  in  the  thirties — they  had  sort  of  a  department  for 
each  tax.  In  other  words,  there  was  a  sales  tax,  a  fuel  tax, 
you  didn’t  have  a  tobacco  tax.  As  I  remember  there  were  three 
or  four  different  kinds  of  tax  laws.  Each  had  a  department 
with  a  head,  an  audit  and  collection  staff  for  each  one.  And 
before  I  took  office  there  had  been  a  study  by  the  staff  that 
indicated  that  there  was  a  better  way  to  do  things.  Caspar 
Weinberger  had,  as  an  assemblyman,  made  a  study  of  why  there 
should  be  a  department  of  revenue.  And  this  got  people 
interested  that  maybe  we  could  improve  tax  administration.  So 
when  I  came  in,  that  is,  when  the  three  new  Democrats  came  in, 
[Alan]  Cranston,  Nevins,  and  [John]  Lynch  in  1959,  we  looked 
very  seriously  at  this  study.  And  after  giving  it  six  or  eight 
months  of  study  we  voted  to  implement  it.  We  divided  the 
things  up  by  functions,  so  that  there  would  be  an  audit  staff, 
and  a  compliance  staff,  there  would  be  the  planning  groups  to 
go  with  them,  and  we  then  would  have  an  administrator  in  each 
office.  They  used  to  have  just  a  compliance  and  an  audit  staff 
at  the  district  level,  and  nobody  was  in  charge  of  the  whole 
thing.  Well,  we  changed  that.  We  made  a  number  of  changes 
that  improved  the  efficiency,  and  gave  auditors  a  chance  to 
audit  for  a  number  of  different  taxes,  other  than  sales  taxes, 
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although  the  sales  tax  was  by  far  the  most  important  [of  the 
taxes  administered  by  the  board.  It  accounted  for]  about  90 
percent  of  the  [state]  revenue  all  of  the  time  that  we  were  on 
the  board.  So  that  was  one  of  the  first  things  we  did.  Then 
during  World  War  II,  the  audit  series  had  been  seriously  eroded 
in  its  characteristics,  and  the  people  who  were  not  auditing 
were  paid  as  auditors.  [State  clerical  salaries  during  World 
War  II  were  not  competitive.  To  get  the  work  done,  clerical 
people  were  hired  as  " auditors , ”  but  did  no  auditing.]*  So 
over  the  next  two  or  three  years  we  worked  on  getting  these 
people.  There  were  about  100  of  them. 

[End  Tape  1,  Side  A] 

[Begin  Tape  1,  Side  B] 

The  effect  of  this  [elimination  of  nonqualified  people  from  the 
auditing  class]  is  we  improved  the  efficiency  of  the  audit 
department  a  lot.  We  improved  the  recovery  per  hour,  and 
improved  the  training  and  professionalism  of  the  staff. 
Furthermore,  we  improved  their  pay,  and  were  able  to  recruit  a 
lot  better.  We  recruited  state  colleges,  you  will  be  glad  to 
know. 

PUTNAM:  Oh,  really? 

NEVINS:  We  found  that  recruiting  at  Stanford  [University]  and 

[University  of  California]  Berkeley  is  not  effective  for  the 


*  Mr.  Nevins  added  the  preceding  bracketed  material  during  a 
review  of  the  draft  transcript. 
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state,  that  those  guys  all  go  into  the  big  eight  accounting 
firms,  whereas  we  had  very  good  luck  in  [California  State 
University]  Long  Beach,  [California  State  University] 

Fullerton,  Chatsworth,  all  those  places. 

What  kind  of  jobs  did  these  people  get? 

This  is  the  auditors  that  make  this  initial  audit.  Then  the 
other  people  would  advance.  Auditors  tend  to  be  the  people  who 
become  the  leadership  people  in  the  organization. 

Are  these  graduate  accountants,  primarily? 

We  want  college  graduates.  The  requirements  are  they  don’t 
have  to  be  a  college  graduate,  but  as  a  matter  of  practice  we 
want  people  who  graduated  and  took  the  accounting  courses  we 
want.  We  like  business  administration  people.  And  we’ve  been 
pretty  lucky  on  our  recruiting  on  that.  And  we  met  all  the 
racial  balances,  and  all  the  other  stuff  that  are  the  big  thing 
these  days,  in  getting  the  better  people. 

Did  the  board  take  a  position  on  the  pre-Prop.  13  efforts  to 
reduce  property  tax?  You  remember  the  Watson  Amendment  and 
those? 

I  believe  we  opposed  the  Watson  Amendment.^  I  can’t  remember 


1.  The  "Watson  Amendments"  were  several  ballot  initiatives  aimed 
at  reducing  property  taxes  and  limiting  local  expenditures.  They  were 
named  after  their  chief  sponsor,  Philip  Watson,  Los  Angeles  County 
Assessor  from  1962-1977.  He  inaugurated  these  proposals  in  response  to 
protests  from  property  owners  over  escalating  assessments  and  taxes 
triggered  in  part  by  a  1966  law  (A.B.  80)  that  mandated  that  assessed 
valuation  of  all  buildings  be  maintained  at  25  percent  of  market  value. 
His  1968  initiative  was  Proposition  9  on  the  November  ballot,  and  it 
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precisely  whether  we  did,  but  I  believe  we  did.  We  did  not 
support  the  legislative  item,  which  I  believe  was  called  Prop. 
8.2  We  thought  it  was  so  Mickey  Mouse  you  couldn’t  explain  to 
anybody  what  it  did.  We  would  be  one  of  the  major 
administering  agencies,  and  we  just  felt  it  was  a  completely 
asinine  scheme, 

PUTNAM:  I  see. 

NEVINS:  We,  as  I  recall,  didn’t  oppose  Proposition  13.  There  was  one 

board  member  that  voted  for  it,  and  we  began  to  realize  that 
this  was  pretty  tough  going.  And  the  board  members  didn’t  want 
it.  I  was  the  only  one  that  was  in  position  to  really  take  it 
on,  which  I  did. 


proposed  to  phase  out  the  property  tax  for  such  people-related  services 
as  welfare  and  schools,  which  would  be  funded  by  unspecified  state 
sources,  and  to  limit  the  tax  rate  on  property  to  1  percent  of  assessed 
value.  It  was  defeated  32  [percent]  to  68  percent.  The  June  1970  ballot 
saw  a  proposal  to  shift  50  percent  of  school  funding  from  local  property 
taxes  to  state  taxes,  but  this  was  sponsored  by  the  California  Teachers 
Association,  and  Watson  apparently  had  no  role  in  it.  The  second  Watson 
Amendment  came  on  the  November  1972  ballot.  It  was  similar  to  the  first 
Watson  Amendment,  but  specified  increases  in  several  state  taxes  to  cover 
the  shift  of  spending  to  the  state.  It  was  defeated  34.1  percent  to  65.9 
percent,  Watson  made  a  third  effort  at  a  property  tax  initiative  in  June 
1976,  but  it  failed  to  secure  the  signatures  to  qualify  for  the  ballot. 
Failing  health  and  disputes  with  both  Los  Angeles  city  and  county 
governments  forced  Watson  to  resign  his  assessor’s  job  in  1976.  Alvin 
Rabushka  and  Pauline  Ryan,  The  Tax  Revolt.  (Stanford:  Hoover  Institute, 
1982). 


2.  Proposition  8  (November  1966)  was  the  legislative  alternative 
to  Proposition  13.  It  was  terribly  complex  and  never  had  much  support. 
At  that  time,  legislative  constitutional  amendments  appeared  on  the 
ballot  ahead  of  initiatives.  Therefore,  Proposition  8,  though  developed 
later,  had  a  lower  number  than  Proposition  13. 
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You  did? 

But  the  other  board  members  were  pretty  quiet. 

What  do  you  think  the  consequences  have  been  for  the  state 
board? 

Well,  it’s  sort  of  odd.  We  had  a  reduction  in  staff  because  of 
the  property  tax,  the  less  important  tax.  And  you  can  say  that 
we  had  less  discretion  as  a  result  of  the  passage  of  13.  But, 
actually,  we  played  a  major  role  in  developing  the  regulations 
that  were  necessary  to  carry  out  this  initiative  that  had  been 
designed  by  people  we  never  knew,  who  never  came  forward  to  us 
to  tell  us,  well,  what  did  we  mean  by  this  initiative.  You 
recall  that  we  had  the  Fair  Political  Practices  Commission, 
which  was  the  result  of  an  outside  group  of  people  who  wanted 
the  reforms.  And  there  had  been  prior  legislation  at  the 
legislative  level  in  that  area.  The  proponents,  including 
Edmund  Gerald  Brown,  Jr.,  were  available  at  all  times,  and  the 
other  two  people  who  designed  it  were  very  active.  The  same  on 
the  coastal  zone  [initiative].  There  had  been  a  legislative 
initiative,  or  a  legislative  effort  which  had  failed  by  one  or 
two  votes.  The  measure  went  on  the  ballot,  and  the  proponents 
were  at  hand  at  all  times  to  explain  to  the  administering  body 
what  they  meant  to  do.  That  did  not  happen  on  Proposition  13, 
at  all.  And  I  still  don't  know  who  were  the  people  who  drafted 
it.  I'm  convinced  that  Howard  Jarvis  did  not  play  a  major  role 


in  the  drafting  of  13. 
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Is  that  right? 

Well,  the  prior  things  that  he  did  draft  are  very  different. 
They  don’t  have  the  freeze  in  property  values;  they  taxed  a  lot 
of  other  stuff,  churches  and  things  like  that.  He  was  very 
down  on  churches. 

Oh ,  yes ! 

That’s  not  a  part,  of  course,  of  13.  The  change  of  ownership 
concept  was  not  a  part  of  the  prior  one.  So  it  would  appear  to 
me  that  it  had  a  different  character.  It  had  a  more  attractive 
feature.  Phil  Watson  commented  on  the  freeze  feature  after  the 
election.  He  was  not  the  assessor  anymore  of  the  great  county 
of  Los  Angeles;  he  had  his  heart  troubles  brought  about  by  too 
many  silly  little  gimmicks.  But  he  commented,  I  think 
correctly,  that  the  freeze  was  the  secret  item  that  got 
Proposition  13  through.  The  people  didn’t  talk  about  it  very 
much,  but  they  must  have  felt,  well,  I  have  this  value  for  the 
next  years,  I  can  plan  on  how  much  tax  I’m  going  to  pay  on  my 
house.  And  that  was  a  very  compelling  gimmick  at  that  time. 

Yes.  Plus  the  fact  there  was  a  big  treasury  surplus. 

Well,  all  those  things  played  a  role,  but  the  individual  voter 
wasn’t  so  aware  of  that,  and  I  think  maybe  other  people  should 
have  been  aware  of  it.  Let  me  go  around  the  background  of  13  a 
little  bit.  A  lot  of  people  sort  of  think  they  they  know  what 
caused  13,  First,  I  don’t  think  people  really  did  know.  I 
don’t  even  think  Jarvis  knew  what  got  it  through.  But  I  think 
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a  lot  of  things  came  together  at  one  time,  and,  unfortunately, 
one  of  them  was  the  fact  that  local  government’s  budgeting  was 
defective.  And  they  got  on  to  this.  Now,  I’m  talking  about 
cities  and  counties  and  special  districts.  They  are  the  "they" 
I’m  talking  about.  They  got  into  the  habit  of  getting  a 
statutory  rate,  like  general  law  city,  where  you  live  has  a  1 
percent  rate.  Well,  they  just  levied  the  1  percent  rate.  The 
assessor  would  come  through  and,  we’ll  say,  triple  the 
assessment  in  Placentia,  which  probably  happened  a  couple  of 
times.  So  the  city  government  just  got  triple  the  money.  They 
didn’t  say,  "Well,  we’re  going  to  have  a  spending  pattern 
that’s  going  to  go  up  so-and-so.  Here,  we  got  this  triple 
money."  So  they  took  it.  That  certainly  happened  with  school 
districts.  The  school  superintendent  said,  "Well,  we  have  a 
right  to  the  money."  I  literally  heard  this  statement  in  the 
great  county  of  Orange,  a  meeting  called  by  the  County 
Superintendent  of  Education,  the  father  of  a  friend  of  mine 
[Mrs.  Marjorie  Simmons  Wyatt].  And  we  had  a  number  of 
superintendents  there,  about  thirteen  of  them,  as  I  remember. 
And  we  went  over  what  reappraising  was,  and  what  were  the 
politics  of  it,  and  all  that  kind  of  stuff.  But  the  gist  of  it 
was,  one  of  them  said,  "Well,  we  have  a  right,  to  the  money."  I 
think  that  kind  of  attitude  was  very  bad.  And  it  had  happened 
at  the  board  of  supervisors,  it  happened  at  every  kind  of 
spending  body,  so  that  if  the  Palos  Verdes  area  got  a  threefold 
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increase  in  assessments,  they  got  the  threefold  increase  in 
taxes , 

Yes, 

Well,  let’s  use  Palos  Verdes  [a  very  upscale  Los  Angeles  County 
suburban  city]  as  an  example.  This  is  one  of  these  places  in 
California  where  people  are  overspent  on  their  homes.  [They 
have  bought  more  of  a  place  to  live  than  they  could  afford,  so 
they  didn’t  have  extra  cash.]*  So  the  taxes,  this  was  money 
they  had  to  spend,  that  they  got  out  of  their  money  they’d 
spend  on  something  else,  right? 

Certainly. 

So  they  went  85  percent  for  Proposition  13.  Even  though  they 
lost  every  speck  of  local  autonomy  that  they  had.  But  that  was 
literally  the  only  source  of  revenue  they  had  to  amount  to 
anything.  There  was  very  little  business  in  Palos  Verdes. 
That’s  right,  it’s  a  residential  community. 

Very  small  business  area.  Anyway,  I  think,  that  element  is 
understated  in  people’s  analysis  of  the  thing.  I  think  the 
proponents  of  property  taxes  at  that  time  were  not  tooting 
their  horn  enough.  There  were  some  studies  at  the  academic 
level,  a  man  named  Henry  Aaron  was  one  of  them,  who  had  shown 
that,  well,  it  isn’t  as  really  regressive  a  tax  as  everybody 


Mr.  Nevins  added  the  preceding  bracketed  material  during  a 
the  draft  transcript. 
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said.  And  then  people  hadn’t  really  made  the  studies  that,  of 
course,  have  been  made  in  subsequent  years  about  what  is  the 
real  net  effect  to  a  taxpayer  of  paying  a  property  tax  and 
deducting  a  bunch  of  it  from  his  federal  income  tax. 

Yes. 

And  this  is  one  of  the  factors  that  we  had  to  contend  with. 

Then  the  concept  that,  well,  a  lot  of  the  money  spent  on 
property  taxes  actually  improved  the  community.  It  wasn’t  just 
a  dead  loss.  People  didn’t  think  about  that  at  all.  You  know, 
values  were  going  up  for  a  number  of  reasons  besides 
inflation.  One  is  that  the  quality  of  life  had  been  improved 
substantially  in  California.  I  don’t  know  how  long  you’ve 
lived  in  Placentia,  but  I  can  tell  you  that  at  one  time  it 
essentially  was  just  a  packinghouse. 

Certainly. 

And  it  isn’t  that  anymore.  Right? 

That’s  right. 

Well,  people  just  didn’t  want  to  see  that.  Then  the  concept  of 
capital  gains,  I  mean  the  rich  certainly  knew  what  capital 
gains  were  in  the  fifties,  but  the  average  person  was  just  not 
aware  of  the  concept  that  capital  gain  was  an  improvement  in 
net  worth.  You’d  tell  people,  your  net  worth  went  up  $60,000, 
and  they  said,  "Well,  I  can’t  eat  it."  I  said,  "Well,  you 
could  sell  it,  or  borrow  against  it."  But  they  started  doing 
that  after  that,  as  you  may  remember. 
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Yes.  Did  you  say  you  opposed  Proposition  13?  How? 

Well,  the  organizations  opposing  it  were  very  poorly  organized, 
and  Jerry  Brown  was  involved  with  one  of  them.  And  he  was  one 
of  these  people  who  always  wanted  to  have  everything  in  his 
hand.  And  he  worked  with  Pope,  who  was  a  newly  appointed 
assessor  in  the  great  county  of  Los  Angeles.  They  had  that 
clandestine  meeting  where  they  wanted  to  freeze  the  assessments 
Oh? 

Well,  this  occurred  about  ten  days  before  the  election.  This 
was  one  of  those  things  that  put  the  election  over,  actually. 
When  the  people  heard  about  it,  why,  they  realized  the 
government  leaders  were  giving  them  the  business.  Well,  we'll 
show  them,  was  their  attitude. 

That ' s  right .  I  remember . 

Well,  I  was  involved  in  trying  to  get  a  writ  of  mandamus 
against  Pope,  to  prevent  him  from  freezing  .  .  . 

From  freezing  the  assessment,  until  after  the  election? 

He  already  had  these  values,  he  knew  what  they  were,  he  already 
had  the  roll  prepared,  and  we  had  a  similar  suit  against  Watson 
[Philip]  Watson? 

Watson.  About  two  or  three  years  before,  I've  forgotten  just 
how  long,  Watson  had  refused  to  put  some  stuff  on  the 
[assessment]  roll,  and  he  tried  to  reverse  it  through  his 
lawyer.  I  remember  I  had  to  go  down  and  tell  the  county 


counsel  that  there  was  only  one  man  who  could  sign  the  roll, 
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that’s  the  assessor.  He  can’t  give  an  order  through  his  lawyer 
to  the  staff,  or  anybody.  He  can  give  the  order,  no  sweat,  he 
doesn’t  have  to  be  there,  he  can  sign  it  and  give  them  the 
order,  but  he  can’t  have  the  lawyer  write  a  letter  saying  this 
is  the  order.  This  won’t  go. 

Is  that  what  Watson  was  trying  to  do? 

That’s  what  he  was  trying  to  do,  and  I  had  to  tell  the  county 
counsel  that.  I  was  very  surprised  about  that,  that  I  had  to. 

I  just  said,  "That’s  the  way  it  is,  buddy.  Don’t  worry  about 
it."  [Laughter] 

Well,  now  since  it  [Proposition  13]  passed,  what  position  did 
it  leave  the  board  in? 

Well,  the  board  played  a  major  role  in  interpreting  the  various 
provisions,  particularly  the  new  construction.  There  was  very 
little  legislative  activity  in  that  area.  There  was  a  lot  of 
legislative  activity  on  change  of  ownership,  saying  such  and 
such  is  not  a  change  of  ownership,  and  the  courts  haven’t 
really  said  whether  the  legislature  exceeded  its  power.  And, 
of  course,  who’s  going  to  bring  the  suit  up,  that  the 
legislature  has  exceeded  the  power.  So  we  have  a  situation 
where  the  legislature  has  acted  in  interpreting  the 
constitution  way  beyond  what  their  normal  power — they’ve 
created  an  exemption  that  isn’t  in  the  law  by  saying  such  and 
such  isn’t  a  change  of  ownership.  Somewhere  along  the  line 


there  will  be  a  quarrel  by  some  taxpayer  with  an  assessor,  and 
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this  issue  will  get  squarely  before  the  courts.  It  hasn’t 
gotten  there  yet.  The  one  problem  is  that  we  have  gone  so  long 
now  without  it  being  challenged  that  it’s  going  to  be  hard  for 
the  courts  to  say,  "Well,  the  legislature  never  did  have  the 
power  to  say  that  that  wasn’t  a  change  of  ownership,  because  it 
is  a  change  of  ownership."  And  if  it  is,  then  there  should  be 
the  reassessment. 

Can  the  board  decree  that? 

No.  Because  at  the  very  same  time  there  was  Proposition  5  on 
the  ballot  that  said  if  a  statute  has  been  made  and  passed  by 
the  legislature,  an  administering  agency  has  to  agree  to  that, 
and  act  as  if  it  is  constitutional,  and  it’s  up  to  a  court  of 
appeals  to  decide  it’s  unconstitutional. 

I  see. 

But  what’s  happened,  apparently,  in  a  lot  of  other  fields 
besides  taxation,  according  to  the  people  I’ve  talked  to  in  the 
legislature,  there  is  just  a  mass  of  bills  out  there  that  have 
become  law  that  aren’t  constitutional.  We  were  talking  about 
in terpretat ion? 

Yes. 

On  new  construction,  by  regulation,  we  pretty  much  defined  most 
of  that,  and  have  been  sustained  by  the  court.  Pope  took  us  to 
court  on  one  issue  on  that,  and  we  defeated  him  decisively. 

On  new  construction? 

Well,  he  took  the  position  that.  .  .  .  Well,  let’s  use  a  big 
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office  building,  because  that’s  what  we’re  talking  about  here, 

A  big  office  building  would  be  ready  for  occupancy  when,  say, 
they  only  have  one  tenant  in  it.  So  they  would  take  five  years 
for  it  to  get  tenants.  In  the  meant inie,  rents  have  gone  up  and 
all  that  stuff.  So  the  building  was  more  valuable  at  the  end 
of  the  five  years  than  it  was  at  the  beginning;  therefore,  he 
should  say  that  the  new  construction  value  wasn’t  there  until 
it  was  fully  occupied.  We  took  the  position,  and  the  court 
sustained  us,  that  when  the  building  was  opened  and  ready  for  a 
thing,  that  was  the  base  year  for  your  value.  And,  of  course, 
the  tenants’  improvements  were  on  the  roll  separately,  so  that 
isn’t  an  issue  for  the  courts.  In  other  words,  just  because 

the  rents  went  up  over  a  period  of  time  doesn’t  make  the 

building  more  valuable  in  terms  of  the  concepts  of  Proposition 

13.  The  base  year  freeze  is  what  we  call  it. 

Then  Pope  wanted  to  appraise  it  .  .  . 

He  wanted  to  get  the  higher  value,  because  it  was  worth  about 
$100  million  in  revenue  for  the  county  of  Los  Angeles.  We 
said,  "Well,  that’s  not  what  they  intended  in  Proposition  13." 
We  were  sustained. 

How  do  you  do  that?  Do  you  issue  an  order  to  the  assessor  to 
cease  and  desist? 

Well,  we  went  to  court  on  that  one.  I’ve  forgotten  just  how  we 
got  in  on  that  one.  I  think  the  taxpayers  sued,  they  took  Pope 
on,  and  we  joined  the  taxpayers  against  Pope  on  that  particular 
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one.  We  can  take  a  direct  action  against  assessors,  and  we’ve 
done  that. 

You  can? 

This  one  that  we  started  against  Watson  on  the  freeze,  prior  to 
13,  was  in  that  power. 

How  do  you  do  that? 

You  just  go  to  court  and  get  a  writ  of  mandamus  against  them. 

Oh,  you  go  to  court.  I  see.  Are  there  soft  spots  in  the  law 
that  interfere  sometimes  with  your  doing  functions  of  that  sort? 
Well,  when  you  talk  about  law,  you’ve  got  to  figure  that  you 
want  to  get  something  done,  and  you’ve  got  to  have  more  than 
just  a  bare  law.  Procedurally ,  this  is  a  good  thing  to  have. 
That’s  the  first  thing.  The  second  thing  is,  you  know,  is 
there  a  body  of  people  out  there  that  are  more  or  less  on  your 
side.  It’s  awfully  hard  to  go  out  and  try  to  do  something 
where  there  is  nobody  there.  That  just  doesn’t  fly.  And  you 
really  want  to  try  to  go  through  the  persuasive  group  first. 

The  courts  aren’t  very  friendly  to  people  who  just  start  cold, 
especially  governmental  bodies.  Well,  what  did  you  do  to  get 
the  assessors  on  board?  So  we  have  an  elaborate  system  when 
working  with  the  assessors.  We  have  the  so-called  letters  to 
the  assessors.  We’ve  written  like  200  of  them  now  on 
Proposition  13  alone. 

Really. 

Since  13  passed,  we’ve  written  hundreds  of  letters  of 
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instruction.  We  were  really  brought  down  onto  a  high  degree 
after  13.  We've  done  it  before,  but  not  to  the  degree  we've 
done  it  since  13.  Then  we  have  training  meetings,  and  we  have 
an  annual  conference  where  we  talk  about  what  we're  doing  and 
why  we're  doing  it.  Our  staff  is  working  with  the  assessors' 
staffs  oftentimes,  and  we're  educating  them,  you  know.  So 
you've  got  a  sort  of  thrust  of  what  you're  trying  to  do.  Going 
through  the  assessors'  organizations  and  through  their  own 
staff,  that  carries  a  lot  of  weight.  That  tends  to  be  what 
gets  done.  So  you  don't  have  any  sort  of  single  overt  activity 
to  get  things  done  in  this  kind  of  government,  I  don't  think 
in  any  kind  of  government  that  it  is  a  lot  different  from  that, 
really. 

I  guess  not. 

The  law  buttresses  what  you're  doing,  but  you're  moving  ahead 
on  some  policy  position.  Now,  the  biggest  issue  that  the  board 
had,  where  we  had  to  start  cold,  was  on  A.B.  80.  [Prior  to 
A.B.  80,  the  Board  of  Equalization  had  had  very  little 
legislative  direction  on  assessing  property.  There  had  been 
legislative  direction  on  what  the  roll  should  contain  on 
exemptions — particularly  the  charitable  exemption — on  timing  of 
various  valuation  dates  and  on  some  valuation  and  exemption  of 
personal  property  over  which  the  legislature  had  control  by  a 
specific  provision  in  the  state  constitution.  There  was  little 


legislative  explanation  of  the  meaning  of  the  constitution  with 
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respect  to  real  property.  A.B*  80  radically  changed  previous 
legislative  practice.]*  I  don’t  know  if  I  mentioned  that  one. 
That  was  back  in  1966.  There,  the  assessors’  scandal ^  put  the 
situation  in  sort  of  black  and  white  that  there  should  be  some 
improvements  in  assessing  in  California.  And  there  was  a 
clever  young  man,  David  Doerr,  that  was  the  staff  person  on  the 
assembly  Revenue  and  Taxation  Committee.  He  drafted  this 
120-part,  bill,  on  which  he  got  a  lot  of  help  from  our  staff 
people.  And  the  legislature  enacted  about  80  of  those  120 
sections.  I  think  it  was  July  of  1966. 

PUTNAM:  In  1966. 

NEVINS:  Which  was  at  the  time  the  trials  for  the  assessors  were 

underway,  particularly  in  San  Francisco.  And  Governor  Pat 
Brown  was  very  cognizant  that  he  had  to  do  something  as 
governor  to  reflect  that  he  wasn’t  on  the  side  of  sin.  So  this 
bill  had  a  different  language,  and  somebody  came  along  and  got 
Pat.  Well,  the  board  did  have  a  lot  to  do  there.  The 
assessors  weren’t  very  enthusiastic  about  it.  But  the  scandal 
weakened  them  morally.  The  legislature  was  anxious  that  we 
find  this  property  tax  value,  and  did  enroll  it,  so  they  would 
not  be  burdened  with  raising  money  at  the  state  level. 

*  Mr.  Nevins  added  the  preceding  bracketed  material  during  a 
review  of  the  draft  transcript. 

1,  The  assessors’  scandal  of  1965-66  is  discussed  in  detail 
below,  pp.  235-36. 
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Yes.  Additional  state  revenues. 

And  you  recall  schools  were  growing  rapidly  at  that  time. 

Yes,  certainly. 

And  so,  therefore,  there  was  a  need  for  money. 

Yes. 

So  there  were  forces  on  our  side,  which  didn’t  stay  forever. 

But  they  helped  us.  But  I  would  say  that  we  were  more  naked  in 
the  use  of  force  and  stuff  under  that  than  we  were,  certainly, 
on  13. 

What  did  A.B.  80  empower  you  to  do  that  you  previously  could 
not? 

Well,  we  always  had  the  right  to  investigate  the  assessors’ 
work.  But  we  set  up  a  whole  unit  of  about  fifty  people. 

That’s  all  they  did  year  in  and  year  out. 

Is  oversee  the  assessment  procedure? 

To  go  out  and  make  actual  appraisals  of  properties  in  the 
county.  That  was  the  Division  of  Intercounty  Equalization 
[DIE] . 

They  would  make  appraisals  and  then  compare  them  with  the  tax 
assessors  appraisals? 

With  what  tire  assessor  does.  Then,  there  was  also  a  very 
compelling  mechanism  to  measure  what  work  they  were  doing.  And 
this  procedure,  after  A.B.  80,  became  a  very  big  thing.  It  had 
been  there  before,  but  after  A.B.  80,  it  was  a  lot  bigger. 

I  see.  And  you  still  had  them  [DIE]? 

Well,  after  Prop.  13  there  is  no  measuring  of  assessment 
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level*  We’re  improving.  This  is  the  first  year  [1986]  we’ve 
been  doing  it  since  [1978].  After  13  we  stopped  measuring 
assessment  level  completely,  and  the  Assessment  Standard 
Division  was  reduced  in  size.  That’s  the  one  that,  you  know, 
aids  and  helps  assessors.  The  DIE  was  completely  abolished. 
That  one  was  just  abolished.  And  we  don’t  have  anything  like 
that  now.  What’s  happening  this  year — now  we’re  talking  about 
1986-87 — the  legislature  wants  us  to  go  out  and  start  something 
like  that  again,  and  they’ve  given  us  ten  positions.  And  we 
are  getting  into  position  to  actually  start  overtly  looking  at 
assessors . 

Start  equalizing  once  more. 

Well,  we  are  going  to  be  doing  something  more  like 
equalization,  making  actual  appraisals  and  stuff  like  that, 
which  we  didn’t  really  do  during  the  interval  [since 
Proposition  13],  We  did  a  little  bit,  but  nothing  like  we’d 
done  before. 

So  that  in  reality,  after  13  was  passed,  you  really  weren’t 
engaged  in  tax  equalization. 

Before  13  we  were. 

But  since? 

But  since,  all  we’ve  done,  really,  is  help  the  assessors 
interpret  13. 

I  see. 

And  because  of  the  quantity  of  tax  was  so  greatly  reduced,  all 
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the  administrative  side  was  reduced,  to  keep  the  cost  down,  you 
know.  You  can’t  measure  assessment  level  under  13,  because  it 
isn’t  reappraised  every  year  the  way  it  was  before.  So  what 
you  have  to  do  now  is  see  whether  the  assessors  are  carrying 
out  the  existing  law  and  regulations.  We  are  doing  that  now  in 
a  bigger  way  this  year  than  we  have  been  before. 

Did  the  workload  of  the  board  actually  go  down  as  a  result? 

Yes,  yes,  of  course. 

Did  you  lay  off  people? 

Yes.  We  laid  off  about  100. 

And  had  a  lower  budget,  and  things  of  that  sort? 

Oh  yes,  for  property  taxes.  Oh,  yes,  we  certainly  did.  We 
abolished  this  DIE  division  completely,  which  had  about  sixty, 
seventy  people.  Then  we  took  about  thirty  people  out  of  the 
division  of  assessment  standards.  One  high  level  job  was  just 
abolished,  and  he  was  moved  over  into  another  division  where 
there  was  a  vacancy. 

But  now  the  pendulum  is  swinging  back  in  the  other  direction. 

We  are  not  holding  our  breath.  I’m  not  there  anymore,  but  the 
staff  is  surprised  that  we  got  these  positions  this  year,  in  a 
budget  that,  you  know,  was  rather  tight,  and  that  we  seem  to 
have  legislative  authority  to  go  ahead  in  this  area.  And  this 
is  the  first  time.  I  can’t  tell  you  what  the  significance  of 
it  will  be  at  this  time. 

But  Prop.  13  was  kind  of  devastating  in  its  effects. 
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Well,  it  had  two  prongs.  One  is,  it  reduced  the  capability  of 
local  government  to  raise  its  own  money  in  a  discretionary  way, 
and  it  just  took  care  of  that,  bang! 

Yes. 

It  then  made  the  state’s  money  that  much  more  important.  We 
were  as  tax  collectors  in  the  sales,  gasoline,  and  all  of  that. 
Yes. 

We  were  that  much  more  important. 

Yes, 

So  that  part  of  the  total  state  tax  really  became  more 
important  to  local  people.  At  the  same  time,  of  course,  we  had 
these  surpluses  for,  you  know,  three  or  four  years  there.  The 
legislature  started  passing  all  these  exemptions  under  the  law, 
which  not  only  made  it,  I  think,  unfair,  but  complicated  to 
administer.  We  believe  that  they  have  stopped,  that  there  is 
not  going  to  be  much  of  that.  There  was  one  bad  one  this  last 
year. 

What  was  that? 

This  had  to  do  with  the  printing  industry.  The  bill  was 
designed,  in  the  first  instance,  to  exempt  catalogs  from  the 
sales  tax.  In  California  we  say  that  you  use  the  catalog,  when 
you  put  it  in  the  mail  and  mail  it  free  to  somebody.  So  if  you 
put  it  in  the  mail  in  California  that’s  a  taxable  usage.  OK. 

So  the  intent  of  the  legislation  was  to  exempt  that  kind  of 


transaction  for  catalogs.  But  the  way  it  was  done  it  took  all 


52 


PUTNAM: 

NEVINS: 


PUTNAM: 

NEVINS: 


kinds  of  advertising  that  is  distributed  and  given  free,  and 
made  it  exempt.  Well,  there  are  some  real  problems  with  this. 
One  is,  what  do  you  do  with  church  circulars,  and  stuff  like 
that?  Are  they  still  taxable?  We’re  going  to  be  working  on 
that  in  the  next  few  months. 

If  you  were  continuing  on  the  board,  do  you  have  an  agenda  of 
changes  you  would  like  to  see  made? 

Well,  I  think  the  thing  that  I  was  working  on  right  up  to  the 
day  I  left  was  staff  improvement.  I  think  that  we’ve  had  two 
governors  now,  and  really,  almost  three,  who  really  didn’t  put 
much  weight  on  training  for  supervisors  and  managers.  Our 
state  programs  get  more  complicated,  and  they  are  very 
complicated.  You  need  to  have  highly  skilled  supervisors  and 
managers.  And  I  think  that  if  you’re  going  to  have  a  $120 
million  budget,  or  whatever  we’ve  got  right  now,  $130  million, 
or  whatever  it  is,  you  simply  can’t  have  all  your  managers  come 
up  from  the  bottom,  which  is  where  they  all  come  from,  without 
having  adequate  outside  training. 

Yes. 

Even  inside  training.  We  let  training  just  go  to  pieces. 
Everybody  would  have  these  pleas,  we’ll  save  money,  so  that  was 
one  of  the  areas  where  we  saved.  Well,  I  think  this  was  very 
important.  I  believe  that  our  training  program  will  go  ahead. 
It’s  going  to  be  hard  for  the  board  members  not  to  do  it, 
because  if  you  have  poorly  trained  staff,  then  it  directly 


makes  the  board  members  look  bad. 
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Yes,  definitely. 

The  function  of  training  is  to  improve  the  effectiveness  of  the 
board,  improve  their  ability  to  deal  with  the  public  and  all 
that  sort  of  thing.  And,  you  know,  we  go  into  an  office  and 
see  everybody  working,  but  you  don’t  want  to  go  in  and  see 
everybody  lying  around  smoking  cigarettes.  [Laughter]  Well, 
so  that’s  what  you’re  aiming  at.  And  if  you  have  good 
supervision,  and  good  management,  and  you  have  good  morale, 
everybody  feels  pleased. 

Yes. 

We’ve  been  pretty  good  at  that,  but  we  were  getting  awfully 
thin. 

Really? 

I  mean,  like  right  now  the  new  board  members  want  to  replace  a 
lot  of  top  men  in  the  field.  Well,  the  problem  is,  who  are  you 
going  to  replace  them  with.  There  isn’t  anybody.  And  this  is 
a  management  failure  that  we  have  had  that  I  have  been  trying 
to  deal  with. 

You  mean  you  won’t  be  able  to  recruit  replacements? 

Well,  you  know,  there  is  no  place  to  recruit  tax 
administrators,  excepting  from  our  organization. 

I  see. 

You  might  get  a  few  from  the  Franchise  Tax  Board.  But,  you 
know,  this  is  an  area  where  you  have  to  make  your  own. 

Generate  your  own  expertise. 
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You  generate  your  own.  And  we  have  the  civil  service  system 
that  makes  it  very  difficult  to  bring  people  in  from  the 
outside.  I  mean,  it’s  been  done,  but  it’s  very,  very 
difficult.  So  what  you  have  to  do  is  make  your  own.  And 
you’ve  got  to  spend  the  time  and  money  to  do  it.  And  there  are 
plenty  of  facilities  out  there.  There’s  junior  colleges  and 
state  colleges,  and  universities  all  over  the  place,  and  you 
can’t  throw  that  one  at  you.  And  we  do  have  programs  to 
compensate  people  for  taking  these  courses.  What  we  just  have 
to  do  is  get  them  better  organized,  and  more  direction  in  those 
things,  and  that  we  will  compensate  you  for  doing  so  and  so. 

I  see. 

And  so  I  think  that’s  one  of  the  most  important  programs  that 
the  board  has  to  go  into  in  the  next  few  years.  The  other  one 
that  I  think  is  very  important,  is  our  public  relations  has 
never  been  as  active  as  I  have  felt  it  should  have  been.  One 
of  the  things  you  want  to  do  in  any  tax  administering  program 
is  to  make  sure  the  people,  your  clients,  your  taxpayers,  know 
what  the  law  is  and  feel  that  it’s  easy  to  find  out  that  we’re 
there  to  help  them. 

Yes. 

Well,  we’ve  done  some  of  that.  But  I  think  we  could  improve 
it.  And  I  hope  that  the  new  board  members  get  into  that  mode, 
and  use  that  as  a  thing  that  helps  them  politically  as 
individuals,  and  it  helps  the  state  by  having  less  cost,  and 
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preventing  people  from  making  silly  mistakes,  and  then  come  out 
and  have  to  owe  us  $50,000  four  years  later.  I  mean,  that’s 
kind  of  crazy. 

Yes.  You  think  the  functions  of  the  board  are  really  generally 
misunderstood  by  the  public? 

Well,  no,  I  don’t  want  to  say  that.  But  the  tax  law  is  pretty 
complicated.  The  legislature  doesn’t  pass  a  bill  and  make  it 
simple.  They  pass  it  to  take  care  of  a  particular  interest 
group . 

Yes. 

Well,  in  doing  that  it  always  makes  the  law  a  little  more 
complicated.  Because  if  you’re  not  quite  in  that  interest 
group,  like,  an  easy  one  to  talk  about  is  the  sound  business. 
Making  records,  you  know,  the  kind  that  run  around  on  platters, 
and  your  daughters  make  too  much  noise  in  their  bedroom. 
[Laughter]  That’s  a  major  industry  in  California.  But  the  tax 
laws  on  that  industry  versus  those  on  motion  pictures  are 
different.  Yet,  the  very  same  people  are  doing  the  work.  I 
mean,  a  sound  recording  studio  is  also  often  used  to  dub  in  the 
sound  for  a  motion  picture,  or  it’s  used  to  make  the  sound  for 
a  TV  show.  And  the  same  people  are  doing  it  in  the  same  way, 
yet,  the  law  is  different.  And  we  have  to  try  to  explain  to 
these  poor  people  what  the  hell  the  law  is. 

Yes. 

So  right  now  I  hope  that  this  is  the  year  something  will  happen 


in  that  area. 
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Do  you  think  it  should  be  more  uniform  in  that  respect? 

Yes,  I  think  it  should.  Now,  we  may  have  to  give  up  a  little 
revenue  to  do  it.  But  I  think  that  a  person  running  a  sound 
stage  shouldn’t  have  to  have  a  Ph.D.  in  sales  tax  in  order  to 
file  his  returns  properly. 

Right. 

I  think  it’s  got  to  be  made  so  he  can  understand  it.  And  it  is 
not  that  way  right  now.  I’m  just  picking  on  that. 

And  there  are  many  other  complexities? 

There  are  other  areas  of  sales  tax  laws,  software  I  don’t  think 
is  as  complicated.  One  of  the  board  members  thinks  it  is. 
Computer  software? 

Computer  software.  Software  is  a  very  pervasive  thing  in  our 
society  today.  The  people  who  make  it  don’t  realize  they  are 
making  a  tool.  They  think  they  are  making  some  intellectual 
product.  And  it’s  cruel,  hard-hearted  folks  like  me  and  the 
courts  that  point  out  that  they  are  making  an  instrument  that 
drives  a  machine.  I  mean,  software,  you  can’t  read  it.  It 
drives  a  machine.  And  this  is  the  key  thing  about  it.  It’s 
like  a  gear  for  a  lathe.  It’s  like  any  other  tool. 

And  taxed  accordingly? 

And  taxed  accordingly  in  this  state. 

I  see.  Now,  you’ve  been  on  the  board  during  the  administration 
of  four  different  governors? 

Yes.  It  seems  like  more. 
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Two  Browns,  Reagan,  and  [George]  Deukmejian.  Which  of  the  four 
do  you  find  the  most  knowledgeable  about  your  activities? 

Well,  no  question,  Pat  Brown. 

Pat  Brown? 

He  was  infinitely  more  knowledgeable.  He  liked  state 
government,  he  liked  the  state.  He  saw  it  as  his  place  to  do 
things.  And  this  was  his  playground,  so  to  speak.  I  think  he 
had  a  few  presidential  ambitions  here  and  there,  but  they 
weren’t  very  well  carried  forward.  And  he  lavished  a  lot  of 
attention  on  state  government.  Ronald  obviously  thought  it  was 
a  stepping  stone  to  something  else  and  really  brought  in  people 
who  simply  didn’t  know  what  made  the  world  go  ’round.  He  did 
have  Weinberger  for  awhile,  which  was  fortunate. 

Yes. 

Then,  Jerry  just  fed  upon  the  fruits  of  his  predecessors  and 
didn’t  add  anything  to  the  state  at  all,  and  will  probably  go 
down  in  history  as  one  of  the  worst  governors  California  ever 
had. 

Quite  possibly. 

And  it’s  just  too  bad,  because  he  had  lots  of  opportunity,  he 
had  a  lot  of  good  will,  which  could  have  been  transformed  into, 
you  know,  effective  government.  He  didn’t  have  to  spend  a  lot 
of  money,  or  anything,  but  he  just  chose  not  to  go  that  route. 
He  made  a  lot  of  disastrous  mistakes,  which  the  last  election 


demonstrated,  or  we  would  have  won.  Deukmejian  is  very 
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tentative  on  everything  he  does.  I  think  he  probably, 
personally,  recognizes  that  something  ought  to  be  done,  but 
Republicans  are  into  government  bashing. 

Yes. 

He  doesn’t  want  to  take  on  his  own  party  too  much  by  engaging 
in  something  that  most  people  in  his  party  think  is  an 
abomination,  namely  the  government.  And  so  he  hasn’t  done 
much.  I’ve  tried  to  get  him  and  his  staff  going  on  training 
for  state  people.  Because,  I  mean,  our  training  supervisors 
and  managers  is  just  the  same  as  anybody  else,  so  why  the  hell 
should  we  go  out  and  man  our  own  program.  Why  shouldn’t  the 
state  have  it  for  everybody? 

Yes. 

Well,  we  can’t  get  anywhere  on  that.  I  don’t  know  why. 

Wouldn’t  he  consider  that  somewhat  demeaning  for  him? 

Well,  his  people  are  not  interested  in  it,  and  are  very  blunt 
about  it. 

Really? 

They  don’t  kid  you  about  it.  They  tell  you  in  easy  to 
understand  English  that  that’s  not  something  they  are  going  to 
be  bothered  with,  period. 

Deukmejian,  next  to  Pat  Brown,  is  probably  the  most  experienced 
in  state  politics. 

[Deukmejian  did  not  have  anywhere  near  the  governmental 
experience  of  [Governor  Earl]  Warren,  who  had  been  a  district 
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attorney  and  attorney  general.  Goodwin  Knight  had  been 
lieutenant  governor  and,  prior  to  that,  a  superior  court 
judge.  While  Deukmejian  had  been  a  state  senator  and 
assemblyman,  these  were  part-time  jobs.  Attorney  general  was 
his  first  job  where  he  was  responsible  for  a  program.]*  And  he 
wasn’t  a  Republican  in  the  mold  of  Warren,  or  Goodie  Knight. 

No. 

It’s  more  in  the  mold  of  Ronald  Reagan,  although  not  really. 

But  he  said  he  came  in  at  a  period  when  the  so-called 
conservatives  were  taking  over  the  Republican  party,  and  one  of 
the  tenets  of  conservatism  is  that  the  government  is  bad. 
Therefore,  you  don’t  spend  a  lot  of  time  improving  the  civil 
service  system.  You  know,  you  only  do  the  very  minimum  you 
need  to  do.  That’s  about  the  way  it’s  been.  Somehow  these 
people  don’t  realize  we  have  a  big  organization,  that  it  has 
the  same  kind  of  problems  as  General  Motors  and  people  like 
that  have.  And  you  have  to  tend  to  it,  you  have  to  work  at 
it.  And  if  you  don’t  do  that,  you  will  get  like  General 
Motors,  and  we  don’t  want  that.  [Laughter]  I  don’t  think  we 
do. 

Yes. 

I  think  one  of  the  things  that  has  helped  the  board  over  the 


Mr.  Nevins  added  the  preceding  bracketed  material  during  a 
the  draft  transcript. 
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years  is  that  we  haven’t  had  a  lot  of  friends  in  the 
legislature.  We’ve  had  to  make  do  with  what  we’ve  had.  And 
one  thing  that  we’ve  always  been  allowed  to  have  a  reasonable 
quantity  of  is  data  processing.  We’ve  been  with  data 
processing  in  one  form  or  another  since  1935. 

Really? 

Remember  they  had  the  air-operated  machines?  Do  you  remember 
the  little  fingers  that  made  a  vacuum  and  the  card  went  by? 

Oh ,  yes . 

Well,  we  had  sorters  and  all  that  sort  of  equipment  at  the 
beginning  of  the  thirties.  We  had  the  early  wired  machines  in 
the  early  sixties,  and  we  had  the  regular  thing,  we’ve  just  got 
our  latest  one  this  year,  a  Burroughs  machine.  I  wasn’t  wild 
about  that,  but  that’s  what  we  got. 

Do  you  convert  all  your  records  over  to  the  new  system  each 
time? 

Well,  we  started  out  with  the  first  modern  machines,  which  were 
RCA  [Radio  Corporation  of  America] ,  which  became  Sperry.  And 
we  made  a  change  from  whatever  we  had  before.  Remember  those 
card-reading  machines? 

Yes.  IBM  [International  Business  Machines]  cards. 

Well,  Hollerith  cards.  If  you’re  a  historian,  you  might  as 
well  get  it  right.  Hollerith  cards,  that’s  the  right  name. 
Hollerith  was  the  name  of  the  man  who  invented  them  in  the 


Census  Bureau  of  Washington,  D.C.  That’s  what  they  were 
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originally  used  for,  was  to  sort  the  information  for  the 
census . 

How  did  IBM  get  credit  for  it? 

They  just  sold  them.  They  needed  them  for  their  machines.  But 
that’s  what  they  are,  Hollerith  cards.  We  went  from 
card-reading  to  tape-reading  machines.  That’s  about  the  time 
programming  came  in. 

Yes. 

Before  that,  you  remember  you  had  hardware,  but  you  really 
didn’t  have  programs.  I  don’t  know  whether  you’ve  been  into 
that . 

Fortran  came. 

Well,  we  don’t  use  Fortran,  we  use  the  business  language  .  .  . 
Basic? 

No.  It’s  a  basic  language  [COBOL]  used  in  business.  That’s 
the  one  we  use.  There  are  other  languages  today  that  you  could 
use  that  I  would  like  to  see  them  use,  more  advanced  ones. 
That’s  the  one  we  use  the  most,  the  regular,  ordinary  business 
that  you  get  the  right  syllables  together,  that’s  what  it  says 
when  you  read  them.  And,  anyway,  that’s  what  we  use.  And  we 
have  about  thirty-five  programmers  working  full  time  keeping 
our  existing  programs  up,  and  making  new  ones.  Of  course, 
every  time  the  legislature  does  something  crazy,  then  it  takes 
a  change  of  program.  We  are  putting  in  new  machines.  We’re  on 
on-line  equipment.  And  you  obviously  know  what  your  tax  status 
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is,  which  everybody’s  into  now.  That  took  a  lot  of  doing  for 
us  to  get  into  that.  And  we’ve  got  an  awful  lot  of  money 
invested  in  our  data  processing.  And  that’s  what  kept  our 
staff  down  over  the  years.  From  the  2,400  authorized  persons 
when  I  first  came  in  1959,  to  the  2,800  or  2,900  we  have  now. 
You  have  2,900  employees? 

Yes.  So  it’s  the  efficiency  that  we’ve  got  by  using  data 
processing.  You  can  measure  it.  It  keeps  us  going. 

You  said  earlier  the  board  has  never  had  a  close  working 
relationship  with  the  legislature. 

Well,  when  the  sales  tax  act  was  passed  the  name  of  the  act  was 
two  board  members.  .  .  . 

Oh,  Riley-Stewart . 

Ri ley -Stewart .  Those  are  board  members. 

Yes. 

I  think  [Ray  L. ]  Riley  was  the  controller  and  [Fred]  Stewart 
was  a  member  of  the  board  from  Oakland.  Fred  Stewart,  he’s  the 
one  that  carried  the  gun. 

He  did? 

Yes,  And  they  were  very  close  and  did  little  things  for  each 
other.  We  really  haven’t  had  a  very  close  relationship  with 
the  legislature  since  the  early  sixties.  I  had  a  pretty  good 
relationship  in  the  early  sixties,  but  we  haven’t  had  much 
since. 

Why  is  that? 
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Well,  the  legislature  has  become  very  independent.  You 
remember  in  the  fifties,  the  legislature  was  very  dependent  on 
the  administrating  departments  for  information.  They  didn’t 
have  any  separate  autonomous  source.  They  now  have  that. 

They  have  their  own  staffs. 

They  have  their  own  staffs.  Jesse  Unruh  was  the  one  that  was 
responsible  for  that. 

Yes. 

He  came  as  speaker  in  1963? 

And  Unruh  did  a  lot  to  upgrade  the  legislature. 

Before  that  the  staffs  of  the  legislative  committees  were 
pretty  much  political  types  who  would  go  off  and  work  in 
campaigns. 

Yes. 

And  [David  R. ]  Dave  Doerr’s  predecessor  [as  consultant  for  the 
Assembly  Revenue  and  Taxation  Committee],  [Steven  E.]  Steve 
Smith,  did  just  that.  He  went  out  and  worked  in  somebody’s 
campaign  for  Congress.  And  then  he  was  replaced  by  a 
professional,  Dave  Doerr,  who’s  been  there  ever  since.  Most  of 
the  committees  are  like  that  now. 

So  that’s  lessened  the  dependence  of  the  legislature  upon  you 
for  information. 

And  lobbyists  put  them  in  a  more  independent,  where  they  should 
have  been,  anyway.  I’m  not  one  of  these  ones  that  gets  all 
wired  up  about  legislative  staff. 
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They  need  it. 

They  need  it.  And  I  think  that  the  public  benefits. 

Yes. 

That  doesn’t  mean  that  every  legislator  uses  every  bit  of  staff 
he  has  effectively,  because  that’s  not  true.  But  the  people 
have  a  right  to  have  an  independent  legislature.  And  to  have 
it  dependent  on  other  places  for  information  is  defeating  the 
purpose  of  the  legislature. 

Yes.  But  at  the  same  time  that’s,  as  you  were  saying,  kind  of 
made  for  a  more  tenuous  relationship  between  the  board  and  the 
legislature.  Is  that  good? 

I’d  say  this,  that  our  staff,  and  the  board’s  legislative 
staff,  always  had  very  good  relations  with  legislative  staff. 
I’ve  known  Dave  Doerr  since  day  one.  We  helped  him  a  lot  in 
the  beginning,  my  deputy  and  I  did.  So  we’ve  known  him  very 
well,  but  in  terms  of  being  able  to  go  over  and  say  I’d  like  a 
bill  passed,  or  going  over  and  killing  a  bill,  I  haven’t  been 
there  for  an  awfully  long  time,  and  nobody  on  the  board  has 
either. 

You  used  to  do  that,  right? 

We  were  pretty  effective  at  that,  I’d  say,  in  the  fifties  and 
early  sixties.  But  usually  what  happened  is  that  if  we  came 
out  against  the  bill,  usually  the  Department  of  Finance  and  the 
governor  would,  for  all  the  same  reasons,  like  an  exemption 
bill.  And  the  bill  usually  died.  That  was  the  end  of  it. 

Well,  that  hasn’t  happened  for  a  long  time. 
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It  hasn’t? 

It  has  not  happened.  Jerry  Brown  rarely  vetoed  exemption 
bills.  He  vetoed  a  few,  but  not  very  many.  Deukmejian  has 
vetoed  more  of  them,  but  he  has  very  little  contact  with  us 
about  the  bills.  I  mean,  he  gets  our  letter  that  we’re 
required  to  send,  but  he  doesn’t  spend  much  time  asking  us 
about  whether  he  ought  to  get  in  there  and  oppose  the  bill  way 
downstream.  He  lets  them  go  all  the  way  up,  and  then  he  vetoes 
some  and  signs  some. 

You  are  required  to  send  a  letter  to  the  governor? 

A  department  nowadays,  for  every  bill  that  goes  through,  if  the 
department  is  affected  by  the  bill  it  is  required  to  send  the 
governor  a  letter  about  what  it’s  going  to  do,  and  do  you  have 
a  position  on  it.  A  governor’s  departments  usually  don’t  have 
a  position,  but  they  certainly  will  tell  the  governor  what  the 
bill  does. 

Yes . 

About  cost,  you  know,  what  are  the  kind  of  problems,  who  were 
the  proponents  of  it,  and  all  that  stuff. 

How  do  you  track  every  bit  of  legislation  that  you  know  about. 
Well,  you  have  a  staff.  We  start  out  with  about  three  people. 
And  then  as  the  legislature  gets  going  it  increases  to  about 
six.  And  they  go  to  all  the  committee  meetings,  and  read  all 
the  bills,  and  write  on  the  ones  that  have  any  bearing  on  the 
board.  And  that’s  three  or  four  hundred  a  year.  They  write  up 


66 


PUTNAM: 

NEVINS: 

PUTNAM: 

NEVINS: 

PUTNAM: 

NEVINS: 


analyses,  and  they  give  the  analysis  to  the  authors,  and  the 
whole  banana.  It’s  quite  elaborate.  It’s  all  in  the  public 
record.  A  legislator  nowadays  has  quite  a  substantial  record 
in  the  frame  of  who  is  for  the  bill,  what  the  department’s 
position  is,  what  are  the  problems  now.  If  a  legislator  really 
wants  to  get  a  bill  out  he  usually  gets  all  the  quirks  out  of 
it.  If  he  has  some  particular  goal  he  says  what  the  goal  is, 
and  then  he  doesn’t  spend  too  much  time  on  how  you  get  there. 

He  has  a  drafting  service  that  drafts  it. 

Well,  he  does  that,  and  they  depend  on  lobbyists  and 
departments  to  do  that.  If  the  department  can  be  talked  into 
it,  why,  that  helps  it.  Like  I  told  you  about  A.B.  80. 

Yes. 

We  drafted  a  lot  of  that. 

You  drafted  a  lot  of  that,  but  you  were  asked  to  do  so  by  the 
legislature. 

Well,  yes.  The  legislature  and  our  staff  people  get  together. 
That’s  rather  a  common  thing.  And  they  knew  that  there  was  a 
demand  for  this  kind  of  bill,  and  what  some  of  the  things  were 
that  needed  doing.  Some  of  these  that  had  been  kicking  around 
for  years  were  put  into  the  bill,  plus  a  lot  of  new  ideas,  and 
by  this  time  Doerr  had  a  lot  of  ideas  about  things  that  ought 
to  go  in.  By  1966  he’d  been  on  the  job  three  years  and  he’d 
gotten  to  dislike  assessors  because  they  inadvertently  had 
given  him  a  hard  time.  They  didn’t  realize  who  he  was.  And 
they  didn’t  realize  he  could  bite. 
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What  was  his  official  position? 

He  was  a  consultant,  he  always  calls  himself.  But  he’s  the 
chairman  of  the  staff.  Let  me  just  say  on  this  lobbying,  I  bet 
you’ll  find  your  state  college  organization  in  Long  Beach  has 
an  organization  very  similar  to  what  we  have.  They  all  have 
the  same  thing.  They  all  have  a  staff  person  from  the  agency, 
and  he’s  got  people  that  help  him.  And  they  draw  upon  the 
people  in  the  organization  that  are  able  to  work  on  these 
projects.  Like  our  management  analysis,  our  lawyers,  our 
people  who  administer  the  tax,  they  are  asked,  "Well,  how  can 
you  handle  this  thing?  What  kind  of  problems?  Do  we  call  up 
people  from  other  states?”  If  it’s  something  that  some  other 
state  has,  then  we  try  to  find  out  what  they  have.  If  the  Feds 
have  ever  been  in  it  we  try  to  get  it  out  of  the  IRS.  It’s 
very  hard  to  get  information  from  them.  But,  you  know,  we’re 
members  of  tax  organizations,  and  we  talk  to  people  in  that. 

We  try  to  find  out  how  these  things  have  been  done  other 
places,  if  they’ve  been  done.  And  if  we  have  to  use  staff, 
why,  then  we  do  it,  and  they  consult  with  us. 

Yes.  Have  you  found  changes,  though,  in  the  degree  of  access 
and  interaction  with  the  legislature? 

Well,  we  don’t  interrelate,  compared  to  what  we  had  in  1959, 
when  I  first  came  in.  You  know,  I  really  knew  a  lot  of  the 
legislators.  I’d  campaigned  with  them,  they  were  all  new.  We 


all  thought  we  were  on  a  crusade  together. 
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Yes,  sure* 

Well,  we  haven’t  had  anything  like  that  for  a  very  long  time. 
And  I  don’t  think  we’ll  ever  have  that  again.  The  chairman  of 
the  [Assembly]  Revenue  and  Tax[ation]  Committee,  [Thomas  M. ] 

Tom  Hannigan,  was  very  friendly  to  the  board  this  last  year  or 
so.  I  don’t  think  he  was  that  friendly  to  begin  with,  but  he 
went  out  of  his  way  to  try  to  help  us  this  year,  then  he  got  a 
different  job.  But  that’s  the  first  sign  of  anything  like  we 
had  back  in  the  fifties,  that  I’ve  had  in  a  long  time.  And  he 
didn’t  like  one  of  the  other  board  members.  He  liked  me,  but 
he  didn’t  like  one  of  the  others,  who  is  still  there. 

Which  one  is  that? 

Collis. 

Oh,  Conway  Collis? 

Yes. 

Does  partisanship  have  much  of  anything  to  do  with  this? 

Well,  don’t  forget  we  haven’t  had  the  Republicans  in  charge  of 
any  of  the  committees  for  an  awfully  long  time. 

Right . 

When  [Robert]  Monagan  was  the  speaker,  we  never  had  any 
particular  problems.  He  was  more  of  a  moderate  Republican.  He 
wasn’t  one  of  these  conservatives.  So  we  really  don’t  have 
a.  .  .  .  Customarily,  the  leadership  of  the  legislature  gives 
the  Republicans  bills  to  carry  so  that  they  won’t  be  idiots. 

And  once  that  happens,  the  bill  isn’t  a  partisan  bill  anymore. 


[End  Tape  1,  Side  B] 
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Tape  2,  Side  A] 

The  last  question  I  asked  you,  Mr.  Nevins,  when  we  came  to  the 
end  of  the  tape:  we  were  discussing  your  relationships  with 
other  major  public  figures  other  than  governors  and  so  forth, 
and  I  had  just  raised  the  question  of  Willie  Brown  and  his 
relationship  with  the  board,  and  you  didn’t  get  a  chance  to 
answer . 

Of  course,  obviously  I’ve  known  Willie  [L. ]  Brown,  [Jr.]  a  very 
long  time.  He  was  a  protege  of  Phil  Burton.  Phil  brought  him 
up  to  Sacramento  when  he  was  an  assemblyman,  and  I  guess  gave 
him  a  job  or  something  in  the  legislature.  And  I  met  Willie 
way  back,  and  then  he  got,  of  course,  elected  to  the  assembly. 
Yes. 

So  I’ve  known  him,  and  he’s  known  me  for  all  the  time  that  he’s 
been  in  public  office  [since  1965],  We’ve  never  been 
particularly  close.  Once  he  got  up  to  the  higher  level  of 
legislative  jobs,  like  Ways  and  Means  [Committee]  chairman,  and 
so  on,  he  lost  interest  in  the  board.  And  we  were  sort  of 
friends  and  all  that,  but  I  never  had  any  real  relationship 
with  him.  I  never  had  any  legislation  carried  by  him  for  me  or 
the  board  that  was  of  great  importance  to  either  of  us.  So  I 
think  the  answer  is  in  modern  times,  particularly  after  he 
became  speaker,  that  we  just  had  the  minimal  relationship,  and 
that’s  all. 

I  see.  He  had  relatively  little  interest  in  the  legislative 
questions  that  affected  the  board? 


70 


NEVINS: 


PUTNAM: 

NEVINS: 


PUTNAM: 

NEVINS: 


PUTNAM: 


Yes.  I  can’t  recall  any  major  tax  legislation  that  he  played  a 
major  role  in,  after  he  was  speaker.  Of  course,  when  he  was 
chairman  of  the  Assembly  Revenue  and  Taxation  Committee,  he 
naturally  had  to  become  interested  in  the  board’s  bills.  That 
was  an  era  when  there  was  major  tax  legislation.  I  just  don’t 
remember  that  he  was  a  part  of  it.  He  may  have  been,  but  I 
don’t  know.  I  wasn’t  involved  with  him. 

I  see.  What  about  his  predecessor,  Leo  McCarthy? 

Well,  I’ve  always  known  him  slightly.  About  the  same  length  of 
time  as  Willie  Brown.  He  came  from  a  different  faction  of  San 
Francisco  city  politics,  and  was  close  to  a  state  senator  who 
died,  who  was  one  of  these  athletic  guys  and  died  on  the  squash 
court.  But  I  can’t  remember  what  his  name  was  at  this  time. 

And  McCarthy  came  up  that  route,  which  was  not  the  Phil  Burton 
route. 

Yes. 

I’ve  known  him  slightly.  The  only  time  I  had  a  hard  time  with 
him,  was  that  he  was  a  very  strong  advocate  of  this  business  of 
reducing  the  amount  of  regulations  that  state  departments  made, 
and  he  became  involved  in  the  legislation  that  created  the 
Office  of  Administrative  Law.  This  is  one  of  his  final  things 
as  speaker,  or,  I  don’t  think  he  was  speaker  before  he  became 
lieutenant  governor.  It  seems  to  me  he  resigned  the 
speakership  .  .  . 

Well,  there  was  a  big  conflict  about  it. 
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.  •  .  and  ran  for  lieutenant  governor.  But  he,  of  course, 
still  was  a  legislator. 

Yes. 

We  at  the  board  tried  to  get  some  changes  so  that  we  could  deal 
with  our  regulations,  which  we  felt  were  not  the  ones  that  he 
was  primarily  interested  in.  We  believed  at  the  board  that  our 
regulations  were  informative.  There  was  an  effort  on  our  part 
to  try  to  tell  a  taxpayer  what  his  responsibilities  were  under 
the  tax  laws.  Combining  the  state  constitution,  federal 
constitution,  wherever  it  played,  the  statutes,  our  past 
interpretation  based  on  practice,  and,  finally,  court 
decisions,  all  were  mixed  together  to  try  to  direct  the 
taxpayer  on  what  to  do.  McCarthy  was  not  interested  in  helping 
us,  and  we’ve  had  a  lot  of  difficulty  with  the  Office  of 
Administrative  Law. 

Really? 

And  I  believe  this  year  we’re  going  to  make  another  try.  We’ve 
made  a  number  of  tries  that  somehow  get  exempted  from  the 
Office  of  Administrative  Law. 

Why  is  that? 

Well,  first  it  takes  forever  to  get  these  regulations  out  now, 
and  so  you  go  for  a  year  or  two  where  there’s  no  regulation  on, 
say,  a  court  decision,  some  new  statutory  law.  Often  statutory 
law  flows  from  a  court  decision.  So  you  have  the  law  as  it 


existed.  The  court  changes  it  by  interpretation,  the 
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legislature  changes  it  again  by  statute,  and  there’s  the 
regulation,  the  original  regulation,  in  place,  leaving  the 
taxpayer  up  in  the  air.  So  he  has  to  know  a  lot,  and  we  think 
that  * s  inappropriate . 

Does  that  leave  the  board  members  up  in  the  air,  too? 

No,  we’re  not  up  in  the  air.  We  know  what  we’re  going  to  do 
all  the  time.  And  that’s  something  that  we  ought  to  be  able  to 
tell  the  taxpayer  through  regulations  what  we’re  going  to  do. 
Yes. 

I  mean,  for  instance,  one  of  the  issues  that  came  up  were  these 
so-called  safe  harbor  leases.  You  remember  that  Mr.  Reagan  was 
president  and  put  through  a  tax  reform  that  you  could  sell 
certain  tax  rights  in  relation  to  depreciation  and  investment 
tax  credits  on  personal  property.  Well,  personal  property  is 
subject  to  the  sales  tax  laws.  So  the  questions  were,  were  the 
sale  of  those  rights  subject  to  our  California  sales  tax?  And 
the  board  informally  decided  that  they  were  taxable,  and 
instructed  the  staff  to  set  them  up,  which  we  had  done.  And 
we,  finally — this  is  four  or  five  years  later — started  to  have 
one  of  the  last  hearings  I  had  as  a  board  member,  a  tax  case 
involving  just  that — safe  harbor  leases,  whether  they’re 
taxable.  And  I  believed  they  were  taxable.  And  Mr. 

[William  M. ]  Bennett,  who  was  on  the  board,  and  is  on  the  board 
now,  agreed  with  me.  He  seemed  to  be  a  little  weak  on  the 
subject  at  the  last  board  meeting,  but  that  was  the  way  it  was. 
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Bennett,  Mr.  Bennett. 

Bill  Bennett,  yes.  He’s  one  of  the  board  members  from  northern 
California. 

Yes. 

Now  the  First  District,  I  think  it  was  the  Third  District, 
during  most  of  my  time. 

Did  you  have  a  disagreement  on  the  board  regarding  that  subject? 
Yes,  we  did.  As  I  recall  [Ernest  J. ]  Ernie  Dronenburg,  [Jr.] 
was  on  the  board  at  that  time,  a  Republican,  and  he  wanted  to 
exempt  those  transactions.  He  wants  to  exempt  everything  that 
is  involved  with  business. 

Is  that  right?  He’s  very  pro-business. 

He’s  very  pro-business.  Everything  that  comes  along  where 
there’s  any  interpretation,  he  wants  it  to  lean  toward 
business.  And  he  does.  But  I  believe,  I  don’t  remember  just 
what  the  combination  of  board  members  were  that  decided  that 
safe  harbor  leases  were  subject  to  sales  tax,  but  it  was 
certainly  Nevins  and  Bennett,  and  I  believe  it  was  Walter 
Harvey  sitting  for  [Kenneth]  Cory  as  the  state  controller. 

Do  you  ever  have  a  split  decision?  I  know  there’s  five  members 
altogether. 

We  certainly  do.  We’ve  had  the  Standard  Oil  case  that  involved 
the  interpretation  of  whether  the  royalties  from  the  oil  in 
Saudi  Arabia  were  subject  to  apportionment,  or  subject  to 
taxation,  on  the  basis  of  the  fact  that  they  were  dividends, 
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and  therefore,  were  taxed  at  the  headquarters  of  the  company, 
which  in  the  case  of  Chevron,  or  Standard  Oil  of  California,  is 
San  Francisco.  I  was  a  stockholder;  therefore,  I  couldn’t  vote 
on  the  issue.  And  the  issue  was  2  to  2  for  quite  a  long  time, 
it  was  a  couple  of  years.  And,  finally,  there  was  an  election, 
and  I  don’t  remember  why  the  election  made  a  difference,  but  it 
did,  and  we  voted  in  favor  of  Chevron. 

In  favor  of  Chevron,  which  means  .  .  . 

Which  means  we  apportioned  the  dividends,  which  is  a 
complicated  issue  in  their  case. 

Yes. 

This  was  the  money  they  received  for  their  rights  to  the  oil  in 
Saudi  Arabia,  They  were  part  of  a  company.  You  really  want  to 
get  into  this?  It’s  rather  involved  for  your  kind  of  work. 

It  would  be  of  interest,  yes. 

Keep  in  mind  that  I’m  a  strong  advocate  of  worldwide  unitary 
taxation.  That’s  the  concept  of  including,  for  apportionment 
purposes,  all  of  the  operations  of  a  multinational  company,  so 
that  you  take  a  three-factor  formula,  consisting  of  the  sales 
in  California  as  compared  with  the  worldwide  sales,  the  payroll 
in  California  as  compared  with  the  worldwide  payroll,  and  the 
property  in  California,  compared  with  the  worldwide  property. 
You  combine  them  algebraically  and  you  get  a  number  which  you 
apply  to  the  net  profits  of  the  company,  and  then  you  tax  those 


net  profits  as  if  they  were  a  California  company. 
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I  see. 

That’s  the  issue  in  a  nutshell  of  the  worldwide  unitary 
system.  And  the  theory  behind  it,  and  why  that’s  good,  has 
been  upheld  by  all  the  courts,  including  the  U.S.  Supreme 
Court,  a  number  of  times.  The  last  one  was  a  Container 
Corporation  versus  the  Franchise  Tax  Board. ^  The  company  is 
operating  as  an  integrated  whole,  and  there  are  savings  in  one 
part  of  the  business  that  go  to  the  whole  business.  If  the 
company  were  in  California,  why,  you’d  see  the  savings  there. 
But  since  the  business  is  all  over  the  place,  you  have  to  have 
some  way  to  apportion  the  benefits  that  come  from  the 
integrated  company,  or  the  company  can  have  lots  of  parts  that 
trade  between,  that  is  buy  and  sell  materials  between 
themselves  and,  therefore,  get  a  better  price. 

Oh,  yes. 

That’s  exactly  what  happened  in  the  case  of  the  Saudi  oil;  they 
[Aramco]  got  the  oil  at  a  very  favorable  price.  The  way  they 
actually  paid  was  by  dividends.  But  the  dividends  were  given 
then  to  Chevron  or  to  Standard  Oil  of  California,  based  on 
whether  they  [Chevron]  lifted—that ’ s  the  oil  companies’ 
expression — the  oil,  their  share,  or  purchased  more  than  their 
share  from  the  other  owners  of  Aramco,  the  Arab ian-Ameri can  Oil 


1.  Container  Corporation  v.  Franchise  Tax  Board,  117  Cal.  App.  3d 
988  (1981). 
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Company,  Chevron  always  drew  more  than  their  share,  because 
they  had  a  market  for  the  oil  in  Europe  and  California.  It’s 
high  quality  crude.  They  had  a  strong  marketing  system  in 
Europe  and,  of  course,  a  strong  marketing  system  on  the  west 
coast.  So  they  had  it  carried  by  tanker  to  both  places.  This 
was  a  major  issue  that  faced  the  board.  I  couldn’t  participate 
in  it,  but  I  watched  it  very  carefully. 

I  take  it  you’re  somewhat  opposed  to  the  recent  revision  of  the 
unitary  tax. 

Well,  the  recent  revision  is  one  of  the  world’s  most  tricky  tax 
bills.  It  was  devised  by  that  fellow  named  David  Doerr,  the 
consultant.  After  consultation  with  lawyers  from  the  Franchise 
Tax  Board  and,  of  course,  people  in  private  industry,  what,  in 
effect,  the  state  did,  was  it  acceded  to  the  wishes  of 
President  Reagan,  and  his  relations  with  Germany,  Holland, 

Great  Britain,  and  Japan.  They  complained  that  the  worldwide 
apportionment  sucked  up  profits  from  operations  in  other  parts 
of  the  world  than  California,  and  that,  therefore,  it  was 
unfair. 

Yes. 

So  what  this  bill  did  is  gave  these  companies  an  opportunity  to 
get  taxed  on  a  different  method.  If  they  elected  to  do  so, 
they  can  make  the  change.  They  have  to  pay  some  money  to  do 
that . 
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The  other  method  is  a  fee  based  on  their  property  in 
California.  You  know,  I  don’t  have  it  fully  memorized.  But  as 
you  read  about  the  issues  in  the  coming  year,  the  fee  issue 
will  be  one  of  the  major  ones.  I  think  the  fee  is  times  their 
gross  sales  in  California. 

Will  most  foreign  firms  regard  that  as  favorable  to  them? 

Well,  my  understanding  is  that  first,  when  they  first  heard 
about  the  bill^ — and  you  know,  it  was  passed  in  September 
1986 — they  were  all  quite  favorable.  Then  they  started  looking 
at  bills  more  carefully.  I  understand  that  at  a  meeting  in 
December  at  the  executive  office  of  the  Franchise  Tax  Board,  a 
member  of  COST,  which  is  the  Committee  on  State  Taxation,  a 
part  of  the  U.S.  Chamber  of  Commerce,  that  there  was  a  strong 
feeling  that  only  about  half  the  companies  were  going  to  take 
advantage  of  it. 

Really. 

The  others  were  going  to  stay  worldwide  unitary.  One  of  the 
problems  with  the  bill  is  that  when  you  make  the  election,  you 
make  it  for  ten  years.  In  other  words,  not  only  do  you  pay  the 
fee,  but  you  are  not  going  to  go  into  worldwide  unitary.  Well, 
the  problem  the  companies  have  is  that  whether  the  taxes  are 
high  or  low  in  California,  a  lot  depends  on  how  they’re  doing 
in  other  parts  of  the  world.  If  they  are  not  making  money  in 


1.  S.B.  85,  1986  Reg.  Sess.,  Cal.  Stat. ,  ch.  660 
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California,  and  making  lots  of  money  elsewhere,  then  the 
appearances  are  that  California  is  taxing  the  profit  someplace 
else. 

Yes. 

But  if  they  are  making  lots  of  money  in  California,  and  not 
making  any  money  anyplace  else,  then  worldwide  unitary  is  to 
their  advantage,  because  then  they  can  take  off  their  costs,  in 
effect,  in  the  other  parts  of  the  world  and  offset  them  against 
the  California  profit.  A  lot  of  companies  feel  that  they 
shouldn't  be  hung  up  for  ten  years.  My  feeling  is  that  the 
governor  will  not  change  that  part  of  the  law.  I  think  the 
governor  himself  is  very  pro-worldwide  unitary.  The  only 
reason  I  think  he  made  the  change  was  that  he  wanted  to  get 
along  with  the  president  on  this  issue,  and  he  feels  he  has  now 
done  that,  and  he  doesn't  have  to  do  any  more.  I  don't  think 
many  legislators  really  want  to  do  any  more.  I  think  that  Gray 
Davis,  the  new  controller,  who  will  be  chairman  of  the 
Franchise  Tax  Board,  feels  that  everything  has  been  done  that 
should  have  been  done. 

Really. 

That  no  more  should  be.  But  he  was  not  the  strong  advocate  of 
worldwide  unitary  that  Mr.  Cory  and  Mr.  Nevins  were. 

Nevins? 

Nevins,  me. 

Oh.  Today's  [January  12,  1987]  [Los  Angeles]  Times  says 
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Deukmejian  is  going  to  Japan,  pleading  with  Japanese  exporters 
that  now  that  a  fair  law  has  been  passed  that  they  have  been 
complaining  about,  meaning  this  one,  there  should  be  greater 
equity  in  trade  between  the  two. 

Well,  I  think  the  major  thing  that  the  governor  would  like  to 
see  is  Japan  importing  more  specialized  California  food 
products.  I  think  that’s  the  real  thing  that  he  is  interested 
in,  and  that  California  has  been  interested  in  for  quite  a  long 
time.  We  would  like  them  to  import  more  citrus  fruit, 
particularly,  and  more  other  specialized  vegetables.  Japan  has 
strongly  opposed  the  importation  of  these  items  for  many 
years.  Apparently  there  is  a  small  domestic  production  that’s 
heavily  subsidized  in  Japan. 

Yes. 

Oranges  are  wildly  expensive  there,  for  reasons  that  I  don’t 
understand. 

Do  you  think  this  will  fly  in  Japan?  Are  the  Japanese 
exporters  sympathetic  to  the  revised  tax  law,  do  you  think? 
Well,  they  certainly  had  to  say  they  were.  I  talked  to  a 
number  of  important  Japanese  officials  before  the  passage  of 
the  bill.  In  fact  I  talked  to  the  consul  general  of  Japan  in 
Los  Angeles,  and  he  said  frankly  he  didn’t  think  that  this  tax 
was  a  major  barrier.  He  thought  it  was  a  very  few  people,  very 
few  Japanese  businesses,  SONY  in  particular,  was  the  one.  He 
felt  it  was  not  a  major  problem  and  had  been  vastly  blown  up 
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and  that  as  far  as  he  was  concerned  when  they  stopped  talking 
about  it  he’d  feel  good  about  it. 

Is  that  right? 

I’ve  had  a  few  other  people  talk  about  it.  The  critical  thing 
to  remember  is  that  40  percent  of  the  corporations  doing 
business  in  California  today — this  is  before  the  effective  day 
in  this  S.B.  85 — are  beneficiaries.  They  pay  lower  taxes  than 
they  otherwise  would  because  of  worldwide  unitary. 

Is  that  right? 

And  those  companies  are  the  ones  that  don’t  do  a  lot  of 
talking.  But  people  in  the  tax  field  are  aware  of  that, 
naturally,  and  so  you  have  to  talk  to  their  clients  seriously 
about  what  they  really  are  going  to  do.  But  SONY,  apparently, 
is  a  big  noise  maker. 

Yes. 

They’ve  had  a  fellow  that’s  been  working  on  this  for  years. 

It’s  funny  that  for  SONY  probably  the  biggest  single  place  in 
the  world  where  they  do  the  most  business  is  California. 

But  they  still  want  a  tax  break. 

Yes,  still  want  a  tax  break. 

I  take  it  you  think  unitary  taxing  is  more  equitable? 

I  think  it  is  the  only  way  to  fly.  I  think  the  federal 
government  ought  to  use  it  in  its  relations  with  its  companies 
and  it  does  not  do  that.  It  uses  something  called  the  arm’s- 


length  approach,  which  is  a  very  involved  methodology  of  trying 
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to  grade  whether  corporations  have  a  market  price  on  the 
exchange  of  their  goods  between  their  subsidiaries  in  the  U.S. 
and  elsewhere.  And  that’s  the  issue  there. 

That’s  hard  to  determine. 

It’s  very  difficult  to  determine,  very  difficult,  almost 
impossible. 

Really. 

Whereas  the  worldwide  unitary  system  uses  the  existing 
record-keeping  system  that  the  companies  have  to  use  doing 
business  in  the  United  States  and  selling  their  stocks  on  the 
stock  exchange — in  other  words,  the  SEC  [Securities  Exchange 
Commission]  requirements.  There  is  no  reason  in  the  world  to 
make  a  change,  in  my  opinion. 

I  see. 

But  there  has  been  a  small  change.  I  suspect  it  will  not  be 
that  much  advantage  to  take  enough  off. 

Oh,  really!  I  thought  it  was  a  major  change. 

It  sounds  big.  But  my  feeling  is  that  there  will  be  some 
companies  that  have  to  do  it  because  they  are  big  advocates  of 
it,  but  I  don’t  think  they’ll  have  their  heart  in  it.  I  think 
the  ten  year  election  and  the  election  fee  together  make  the 
thing  not  too  attractive.  There  will  be  a  big  effort  to  lower 
the  election  fee,  and  to  try  to  reduce  the  years  of  the 
election.  I  don’t  think  this  year  [1987]  is  the  year  that  it’s 
going  to  happen.  I  think  the  California  legislature,  and  the 
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governor  will  be  more  concerned  with  [the]  conformity  of 
California’s  personal  income  tax  with  a  new  federal  law,  H.R. 
3838. 1 


PUTNAM:  And  I  think  the  governor  would  not  want  to  get  behind  any  other 

revenue  measure  that  might  cause  a  reduction  in  revenue,  given 
the  budgetary  constraints, 

NEVINS:  No,  he  certainly  won’t  go  for  any  major  loss  in  revenue.  But 

of  course,  conforming  with  H.R,  3838  is  a  revenue  raising 
scheme.  So  if  you  just  conformed  and  didn’t  do  anything,  you 
raise  $950  million  a  year.  And  I  don’t  think  that’s  going  to 
happen,  I  think  what  will  happen  is  that  we  will  conform, 
well,  we’ll  have  a  bill  like  the  one  Mr,  Hannigan  has  in  the 
hopper  right  now,  I  don’t  remember  the  number. ^ 

PUTNAM:  To  do  what? 

NEVINS:  Well,  what  it  does  is  conform  with  the  federal  law.  And  the 

principal  areas  of  conforming  are  with  the  IRA  [Individual 


1,  H.R.  3838  was  enacted  as  the  Tax  Reform  Act  of  1986,  Public 
Law  99-514,  100  Stat.  2082. 

2.  No  bill  by  Assemblyman  Tom  Hannigan  on  income  tax  conformity 
became  law  in  1987,  perhaps  because  at  the  start  of  that  regular  session 
he  resigned  as  chair  of  the  Assembly  Revenue  and  Taxation  Committee  and 
became  majority  leader  of  the  assembly.  Two  income  tax  conformity 
statutes  were  enacted:  the  Personal  Income  Tax  Fairness,  Simplification, 
and  Conformity  Act  (A.B.  53,  1987  Reg.  Sess. ,  Cal.  Stat.  ch.  1138),  and 
the  Bank  and  Corporation  Tax  Fairness,  Simplification,  and  Conformity  Act 
(S.B.  572,  1987  Reg.  Sess.,  Cal.  Stat.,  ch.  1139).  Both  of  these  changed 
California  tax  laws  to  conform  to  the  federal  Tax  Reform  Act  of  1986 
(P.L.  99-514).  These  were  sponsored  by  Assemblyman  Johan  Klebs  and 
Senator  John  Garamendi,  respectively. 
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Retirement  Account] ^  and  the  federal  elimination  from  paying 
taxes  at  all.  In  other  words,  the  people  who  don’t  pay  federal 
taxes  under  the  income  tax  law  will  be  put  in  the  same  place  in 
California.  It  will  conform  on  all  these  things  on  the 
depreciation  and  all  that  that  are  in  the  new  federal  law. 

Those  are  the  revenue  raising  things.  Then,  as  I  understand 
it,  they  decided  not  to  conform  on  the  subchapter  S.  This  was 
a  big  thing  where  the  small  family-owned  companies  don’t  really 
pay  corporate  income  tax  at  the  federal  level;  they  pay  the 
taxes  as  they  receive  them  directly  themselves.  But  otherwise, 
they  operate  in  the  corporate  structure.  California  does  not 
recognize  the  subchapter  S.  But  my  understanding  is  that, 
after  a  lot  of  thought,  the  Hannigan-Doerr  team  decided  not  to 
go  on  that.  Instead,  they  said  that  they  were  going  to  have  an 
equity  credit.  I  don’t  know  just  how  that’s  computed.  I 
haven’t  got  a  copy  of  the  law  here.  But  my  understanding  is 
that  the  equity  credit  will  make  up  for  some  of  the  features  of 
the  federal  law  that  Californians  don’t  like.  It  will  be  in 
the  California  law,  and  then  you  will  turn  around  and  get  this 


1.  Prior  to  1987,  California  income  tax  law  did  not  recognize  all 
of  the  features  of  the  Federal  Internal  Revenue  Code.  As  a  result, 
California  was  billing  60,000  taxpayers  a  year  who  were  claiming  the 
federal  benefit  for  IRAs  on  their  state  returns.  Many  tax  preparers 
knowingly  made  the  errors,  thinking  California  would  disregard  the  $60 
per  return  erroneous  benefit.  The  Franchise  Tax  Board  played  hardball 
and  won.  The  1987  California  conforming  bill  followed  the  new  federal 
code  closely  but  not  completely  on  IRAs. 


NEVINS: 

PUTNAM: 

NEVINS: 


PUTNAM: 

NEVINS: 


PUTNAM: 

NEVINS: 


84 


credit,  which  will  offset  these  costs  that  you  would  have  had 
if  you  conform  absolutely  with  the  federal  law. 

I  see. 

I  suspect  that  this  will  be  the  bill  that  will  be  the  one. 

There  is  another  one  carried  by  Elihu  Harris,  the  legislator 
from  Oakland  who’s  been  carrying  tax  bills,  the  so-called  flat 
tax.  I  just  don’t  think  California  is  going  to  go  with  the 
flat  tax,  especially  that  bill. 

OK,  are  there  any  other  aspects  of  tax  law,  or  administrative 
law  that  have  bothered  you  in  your  career  that  you  would  like 
to  see  changed  now  that  you  are  no  longer  in  office? 

Oh,  yes,  particularly  in  the  Franchise  Tax  Board.  You  remember 
I’ve  been  chairman  two  or  three  times  in  the  last  six  or  seven 
years.  I  think  one  thing  that  they  have  done,  and  I  notice 
that  the  Department  of  Motor  Vehicles  does  the  same  thing,  they 
have  this  800  telephone  number  system.  And  there  has  been  a 
conscious  decision  by  the  legislature  to  answer,  for  awhile, 
only  40  percent  of  the  calls.  In  other  words,  your  chances  of 
getting  answered  were  only  40  percent. 

I’ve  had  that  happen. 

Well,  while  I  was  there  last  year,  we  raised  that  to  60 
percent.  But  I  really  think  if  you’re  going  to  have  a  state 
income  tax  that  is  quite  different  from  the  federal,  and  we 
have  that,  that  you  have  some  obligation  to  the  citizens  to 
have  a  system  where  they  can  reach  you. 
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Yes. 

Now,  the  way  the  Franchise  Tax  Board  is  organized,  in  contrast 
with  the  Board  of  Equalization,  they  do  have  district  offices, 
but  they  are  not  listed  in  the  phone  book.  And  you  have  to  be 
somewhat  of  an  artist  to  be  able  to  find  those  telephone 
numbers  and  call  them  up. 

Why  is  that  specifically? 

Well,  they  are  great  believers  in  privacy.  You* 11  notice,  when 
you  do  talk  with  them,  they  just  give  you  their  first  name, 
like  Debbie.  Like,  I  dealt  with  Debbie  on  something  the  other 
day. 

Is  that  right? 

She  did  an  outstanding  job,  and,  of  course,  I  knew  what  her 
name  was,  but  I  talked  to  [Gerald]  Jerry  Goldberg,  who  is  the 
boss  [executive  officer] ,  and  said  she  did  a  good  job  and  he 
should  tell  her  so.  So  he  said  he  would.  He  knew  who  I  was 
talking  about.  But,  they  are  big  believers  in  privacy  for 
their  own  employees,  and  they  feel  that  the  tax  protestor 
people  have  made  life  tough  for  them;  therefore,  they  don’t 
give  out  their  names,  and  everything  is  unlisted.  I  think 
it’s  weird.  I  point  out  that  my  telephone  number  was  listed, 
all  the  board  offices  were  listed. 

Is  that  right? 

My  number,  my  home  number  was  right  next  to  my  office  number 
for  many  years:  Richard  Nevins,  member,  state  Board  of 
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Equalization,  20  East  Foothill  Boulevard.  I  got  a  total  of  one 
call  a  calendar  year.  I  think  I  said  that  earlier. 

Yes . 

So  that  tells  you  either  that  we’re  doing  a  very  good  job,  or 
we’re  very  lax,  or  something.  But  it  shows  that  we’re  not  .  .  . 
Badgered  by  irate  people. 

I  just  never  had  a  lot  of  trouble  with  irate  taxpayers. 

And  you  don’t  think  the  Franchise  Tax  Board  would  either? 

I  think  that  most  people  who  deal  with  taxes  all  the  time  and 
deal  with  taxpayers  a  lot  really  know  how  to  deal  with  them, 
what  their  problems  are.  They  can  anticipate  about  98  percent 
of  their  problems.  Most  people  want  a  reasonable,  prompt, 
sensible  answer.  And  I  think  that  the  state  should  give  that; 

I  think  the  state  Franchise  Tax  Board  should  do  that.  I  think 
they  are  capable  of  doing  it.  And  I  don’t  know  why  they  just 
don’t  do  it,  why  they  don’t  have  the  confidence  to  go  ahead  and 
do  it.  We  do  it  at  the  Board  of  Equalization.  People  can  call 
us  up.  All  the  officers  have  employees  with  names,  and  so 
forth.  We’re  listed  in  the  phone  book,  and  they  are  easy  to 
get  ahold  of. 

Whereas  it’s  infuriating  to  the  taxpayer  not  to  be  able  to. 

I  know.  It’s  terrible.  What  happened  to  me  on  the  DMV  is  I 
got  my  pink  slip  on  my  new  car  with  the  wrong  address.  So  I 
thought  maybe  I  had  to  wait  about  three  or  four  minutes  on  the 
phone,  maybe  five,  to  get  through,  and  the  girl  said,  "Well,  I 
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have  to  take  it  to  an  office  to  get  it  changed."  Well,  that’s 
a  real  pain  to  go  there  and  wait,  and  .  •  . 

Stand  in  line,  right. 

Yes.  I’ll  have  to  do  it,  I’ll  try  to  do  it  early  in  the 
morning. 

Well,  I  think  that  would  certainly  be  an  improvement.  All 
right,  are  there  any  other  .  .  . 

Well,  I  think  I  mentioned  in  the  last  meeting  that  I  think  the 
state’s  training  board,  training  of  the  supervisors,  is  a  very 
important  area,  and  I  just  can’t  overstress  how  important  I 
think  it  is  now,  and  will  be  in  the  future.  But  I  believe  I 
talked  about  that. 

Yes.  OK.  I’d  like  to  ask  you  a  few  questions  about  aspects  of 
your  career  that  are  not  strictly  tied  to  California.  For 
instance,  I  know  you’ve  been  a  delegate  to  national  Democratic 
conventions  since  .  .  . 

Nineteen  fifty-six.  Yes,  I  went  to  the  one  in  Chicago  in 
1956.  It  was  out  in  the  stockyards  at  that  time.  I  believe 
that  was  the  last  one  that  was  in  the  stockyards.  The 
convention  was  a  good  deal  smaller  than  it  has  become  since 
then . 

Did  that  California  delegation  choose  Stevenson? 

The  Stevenson  delegation,  yes. 

Did  California  want  that,  or  was  it  split? 

Well,  as  I  recall,  Stevenson  did  carry  the  state.  And  I 


believe  the  winner  in  the  .  . 


88 


PUTNAM: 

NEVINS: 


PUTNAM: 

NEVINS: 


In  the  primary,  the  presidential  primary, 

I  believe  it  was  winner  take  all,  because  we  had  winner  take 
all  at  that  time.  And  we  went  back,  and  most  of  us  spent  our 
time  going  out  talking  to  people  in  other  delegations,  which 
was  very  easy  to  do  in  Chicago.  I  mean,  the  place  really  was 
rather  small. 

[ Interrupt ion ] 

OK,  We  were  talking  about  the  1956  convention. 

Now,  of  course,  it  was  my  first  one.  I  think  I  was  vice 
president  of  the  Young  Democrats,  and  destined  to  become 
president.  I  may  have  been  president  at  the  convention.  I 
just  don’t  remember.  But  the  state  convention  would  have  been 
in  the  middle  of  summer,  so  it  was  just  a  question  of  days 
whether  I  was  going  to  be  state  president  of  the  Young 
Democrats.  But  I  was  a  delegate  partly  because  I  was  president 
of  the  Young  Democrats,  and  also  because  I  could  get  elected  in 
this  district.  We  had  an  election  system  in  1956  and  1960  for 
choosing  delegates.  Anyway,  we  went  there  and  sort  of  got  a 
feel  on  what  made  the  world  go  ’round  at  the  national  level. 
That  was  very  important,  to  me,  anyway.  I  felt  that  I  learned 
a  lot  out  of  it.  It  prepared  me  particularly  well  for  the  1960 
convention  which,  of  course,  was  here  in  Los  Angeles.  And  I’d 
originally  supported  Hubert  Humphrey,  even  though  we  were  all 
pledged  to  Pat  Brown.  But  we  thought  Pat  was  going  to  release 


us.  We  had  no  foreknowledge  that  he  had  made  a  commitment  to 
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[John  F.]  Kennedy.  Apparently,  he  had  made  it,  but  he  hadn’t 
told  us. 

Yes . 

Anyway,  he  wasn’t  in  any  position  to  put  the  arm  on  us.  What 
was  he  going  to  do  with  us?  There  was  no  way  to  punish  us. 
That’s  right. 

Anyway,  as  you  recall,  Humphrey  failed  to  win  West  Virginia,  in 
a  head-to-head  contest  with  Mr.  Kennedy. 

Right. 

So  I  had  to  decide  which  candidate  I  was  going  to  support.  And 
about  that  time,  around  the  first  of  June  of  1960,  I  went  to 
the  National  Association  of  Tax  Administrators  conference, 
which  was  back  East  someplace,  I  don’t  remember  where,  but  it 
must  have  been  in  the  New  York  area  [Buffalo,  New  York].  I  had 
a  chance  to  talk  to  political  types  from  a  lot  of  different 
states  before  I  got  back  to  California.  I,  in  particular,  got 
to  talk  to  people  in  Chicago  and  New  York  and  Wisconsin.  You 
remember  they  had  sort  of  a  tricky  way  of  choosing  delegates  in 
Wisconsin. 

And  Humphrey  had  carried  Wisconsin. 

Well,  not  very  well. 

Just  barely,  that’s  right. 

He  had  lost  some  districts  that  he  thought  he  had  locked  up. 

And  then  I  went  to  Minnesota.  And,  of  course,  this  was  after 
he  was  out.  In  Minnesota,  the  governor,  Orville  Freeman,  who  I 
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talked  to  for  about  twenty  minutes,  felt  that  he  personally  was 
for  Kennedy,  but  that  there  was  a  very  strong  anti~Catholic 
feeling  in  Minnesota,  and  he  was  not  going  to  support  Stevenson 
under  any  conditions.  He  felt  that  Stevenson  had  almost 
defeated  him  for  governor  in  1956,  when  he  had  supported 
Stevenson.  I  think  at  that  time  Minnesota  had  two-year  terms, 
but  they  had  changed  it  by  the  time  I  was  there  in  1960. 

Meaning  his  support  for  Stevenson  had  almost  cost  him  the 
governorship? 

Yes.  And  he  was  upset  about  that.  He  felt  that  Stevenson  was 
a  poor  candidate.  He  liked  him  personally,  but  thought  he  was 
a  terrible  candidate. 

I  see. 

And  a  lot  of  people  felt  that,  too,  so  he  wasn’t  alone. 

Anyway,  I  came  back  to  California  with  a  reading  that  outside 
of  California  Stevenson  might  have  had  twenty  delegate 
votes — might  have  had — most  of  which  were  from  the  suburban 
area  of  Illinois.  I  believe  he  had  one  or  two  from  Missouri, 
and  he  had  two  from  New  York:  Governor  [Herbert]  Lehman  and 
Mrs.  [Eleanor]  Roosevelt,  as  I  mentioned  last  time,  and  that 
California’s  holding  out  for  Stevenson  was  just  ridiculous.  We 
were  putting  ourselves  in  a  position  where  we  would  be  out  of 
politics  nationally.  So  I  decided  to  go  for  Kennedy,  and 
started  looking  for  the  people  who  were  working  on  it.  And  one 


of  the  first  ones  that  I  ran  into  was  a  fellow  who  was  an  auto 
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dealer.  His  father  was  a  U.S.  senator  from  Washington,  and  he 
had  a  Cadillac  dealership  that’s  now  on  Olympic  [Boulevard]  and 
Santa  Monica  [Boulevard] . 

His  father  was  a  senator  from  Washington? 

Yes. 

That’s  not  [Warren  G.]  Magnuson,  was  it? 

No,  no. 

Surely  not  [Henry]  Jackson,  because  Jackson  was  a  bachelor. 

No,  no,  Jackson  was  pretty  young  in  those  days.  [Laughter] 

I’ll  try  to  think  of  it.  Anyway,  I  was  aghast  that  he  was 
Kennedy’s  person  here  in  California.  He  just  didn’t  seem  to 
know  anybody.  And  I’ll  never  forget,  I  was  at  dinner  with  some 
people  who  were  very  active  Democrats,  it  was  across  the 
arroyo,  and  her  husband  had  run  for  Congress  once  here  in  this 
district,  and  they  were  quite  active.  I  got  a  telephone  call 
from  Jesse  Unruh  .  .  . 

From  Unruh? 

From  Jesse  Unruh,  to  come  down  to  the  Biltmore  [Hotel],  that  he 
and  Tom  Rees  were  going  to  organize  the  Kennedy  delegation.  So 
I  quickly  finished  dinner,  and  went  down,  and  we  got  organized 
on  what  we  were  going  to  do,  what  delegates  we  were  going  to 
talk  to,  and  I  was  given  about  five  of  them  to  try  to  turn 
around.  And  I  didn’t  turn  any  of  them,  they  were  all  hot  for 
Stevenson. 

For  Stevenson? 
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And  I  didn’t  get  anywhere.  I  was  really  upset  about  it.  And 
the  people,  the  Stevenson  people,  played  some  awfully  hard  ball 
on  me.  I  remember  the  delegation  was  staying  in  a  real  ratty 
hotel  in  Hollywood,  and  I  can’t  remember.  ...  It’s  not  the 
Roosevelt,  but  it  was  the  Knickerbocker  or  something  like  that, 
it  was  a  terrible  place,  and  I  was  sitting  in  a  phone  booth, 
and  some  woman  said,  "Are  you  Dick  Nevins"?  And  I  said 
"Yeah."  And  then  she  just  took  off  on  me  how  all  the  terrible 
things  were  going  to  happen  to  me  if  I  voted  for  Kennedy. 

Like  what? 

Well,  I  was  going  to  lose  my  office,  and  all  these  people  were 
going  to  work  against  me.  But  anyway,  Pat  Brown  thanked  me  for 
supporting  Kennedy  and,  of  course,  he  announced,  like  on  Sunday 
night  that  he  was  .  ,  . 

That  he  was  supporting  Kennedy. 

That  he  was  supporting  Kennedy,  and  asked  that  we  do  the  same. 
Of  course,  everybody  was  upset. 

Yes.  How  many  did?  How  many  delegates  did  go  for  Kennedy? 

As  I  remember,  about  a  third. 

About  a  third? 

Yes.  About  another  third  went  for  Stevenson,  and  the  rest  of 
them  went  for  the  other  candidates. 

I  see.  That  was  the  election  in  which  George  McLain  ran  in  the 
presidential  primary  and  got  a  huge  number  of  votes,  I  think 
about  600,000,  Were  you  affected  by  that  at  all? 
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Well,  Pat  seemed  to  have  that  problem.  He’d  get  into  a  race, 
and  then  some  guy  like  George  McLain,  who  was  really  kind  of  a 
nut.  ...  I  don’t  know  whether  you  ever  met  George  McLain 
[Laughter],  but  George  McLain  was  hopeless. 

No,  I  never  met  him. 

He  had  this  woman  that  worked  for  him  that  had  brains,  but  he 
didn’t . 

Myrtle  .  .  .? 

All  I  can  do  is  I  can  remember  meeting  and  talking  to  her.  I 
got  along  with  her  just  fine,  and  that  group  was  always  very 
nice  to  me,  so  I  never  had  any  problems  with  them.  They  were 
obviously  unfit  to  be  president.  There  was  never  any  question 
about  that.  It  was  just  a  power  play. 

Yes. 

I  think  they  were  mad  at  Pat  because  he  didn’t  support  some 
bill  that  they  were  for. 

Yes,  that’s  right.  OK,  also  were  you  on  the  1964  [delegation]? 
Well,  the  1964  [Democratic  convention]  was  in  Atlantic  City, 
and  the  only  issue  there  was  who  was  going  to  be  vice 
president.  And  we  just  all  sat  around,  went  swimming  and  drank 
beer,  and  stuff  like  that.  That’s  the  last  time  I  really  had  a 
lot  of  talk  with  Phil  Burton.  He,  by  then,  was  a  congressman. 
We  were  all  in  the  same  hotel  together.  We  used  to  swim 
everyday,  in  the  pool.  I  don’t  know  why  we  didn’t  swim  in  the 
ocean.  I  guess  I  swam  in  the  pool  and  in  the  ocean.  But  they 
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wouldn’t  swim  in  the  ocean.  I  don’t  know  what  that  was  all 
about.  That  was  the  last  time  I  really  talked  a  lot  to  him. 

Is  that  right? 

I  didn’t  see  much  of  him  after  that.  You  know,  back  in 
Washington  his  district  was  up  in  San  Francisco. 

Yes.  He  wasn’t  yet,  that  early,  a  major  figure  in  the 
California  congressional  delegation,  that  he  later  became. 

Well,  he  had  played  a  role  in  the  reapportionment  of  1961. 

Oh,  he  did  then? 

Yes.  Remember,  they  just  apportioned  the  assembly,  and  the 
Congress,  and  we  got  a  lot  of  new  congressional  seats  out  of 
that,  because  California  had  grown  in  relation  to  the  rest  of 
the  United  States,  And  he  ran  for  one  of  the  districts  he 
created  himself. 

I  see. 

There  were  quite  a  number  of  legislators  that  ran,  who  were 
elected  that  year  to  Congress  from  these  new  districts. 

The  new  districts.  Yes. 

And,  of  course,  just  about  every  one  of  them  was  Democratic.  I 
don’t  believe  there  was  any  that  were  Republican.  [Laughter] 
Well,  that’s  when  the  Democrats  first  had  control. 

That  was  the  first  time  that  they  had  controlled  both  houses  of 
the  legislature,  the  governor,  and  the  congressional  delegation 
in  modern  times,  since  1850. 

Since  1898,  I  think. 
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Yes,  but  the  Democratic  party  wasn’t  the  same  party  that  it  is 
today. 

Well,  no,  they  had  almost  disappeared  by  the  1920s.  There 
wasn’t  much  to  do  in  1964.  Now,  in  1968  you  weren’t  a 
delegate.  Is  that  correct? 

That’s  right.  It  seems  to  me  I  filed  to  be  on  somebody’s  slate. 
Were  you  on  the  [Robert  F. ]  Bobby  Kennedy  slate? 

No. 

You  weren’t? 

But  I  was  on  the,  oh,  I  think  I  was  on  Pat  Brown’s,  or 
somebody’s  favorite  son. 

Favorite  son. 

It  didn’t  go.  It  just  didn’t  go  anywhere. 

Yes. 

I  think  it  must  have  been  Pat  Brown.  He  wasn’t  governor  then, 
obviously.  But  we  came  in  second  or  third,  and  they  never 
campaigned.  It  was  sort  of  annoying. 

Nineteen  sixty-eight  was  a  traumatic  year,  the  year  of  the 
[Robert  F. ]  Kennedy  assassination,  and  the  Democrats  here  were 
in  terrible  disarray  as  a  result  of  that. 

Well,  out  of  that,  of  course,  they  had  the  reforms  of  the  party 
that  people  talked  about  a  lot.  And  that’s  when  they  started 
the  contact  of  having  the  things  like  the  platform  committee, 
and  the  credentials  committee  be  appointed  early  and  meet 
separately  from  the  delegates.  And  so  what  happened  is  the 
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state  central  committees  in  the  states  where  the  primaries  had 
not  occurred,  appointed  people  for  those  committees.  And  then 
once  the  delegation  had  been  chosen,  then  the  delegates  would 
choose  the  members  of  the  committee*  Of  course,  California’s 
primary  elections  for  presidential  primaries  are  the  first 
Tuesday  after  the  first  Monday  in  June,  so  we  were,  in  effect, 
the  last  ones.  And,  generally  speaking,  the  delegates  wouldn’t 
be  organized  for  a  couple  of  weeks  after  that,  so  I  would  be 
sitting  in  the  two  years  that  I  was  on  the  platform  committee 
until  I  was  replaced. 

That  was  in  1976  and  1980. 

And  in  1980  I  never  was  really  replaced,  because  there  wasn’t 
any  real  platform  committee.  That  was  made  of  delegates, 
because  the  rules  had  been  changed  still  further,  so  that  in 
the  kit  that  the  delegates  were  supposed  to  have  by  the  first 
of  July,  they  had  the  draft  of  the  platform.  As  T  think  I 
mentioned  before,  the  rules  required  the  party  to  make  a 
change,  you  had  to  have  a  lot  of  signatures.  You  had  to  have 
so  many  people  on  the  platform  committee  sign  the  change,  and 
so  many  other  delegates.  It  was  a  big  job  to  get  it  changed. 
And  the  platform  had  been  pretty  cleverly  designed,  so,  as  I 
recall  there  weren’t  very  many  fights  on  it,  a  nominal  fight, 
but  nothing  to  get  excited  about. 

I  see.  For  a  minute,  go  back  to  the  convention  of  1972,  the 
[George  S. ]  McGovern  campaign.  Now,  the  California  delegation 
was  pledged  to  McGovern,  anyway,  wasn’t  it? 
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Well,  what  happened,  as  I  recall,  there  was  a  Humphrey 
delegation  and  a  McGovern  delegation,  and  there  was  some 
question  whether  you  could  have  winner  take  all.  Steve 
Reinhardt,  who  is  now  on  the  Federal  District  Court  of  Appeal, 
was  the  architect  of  the  last  gasp  on  winner  take  all  on  the 
theory  that  it  would  give  California  a  lot  of  leverage  in  the 
convention. 

Yes. 

There  was  a  question  whether  the  rules  committee  would  permit  a 
winner  take  all,  because  the  party  was  against  it.  It  was 
considered  to  be  xmdemocratic  and  unrepresentative. 

But  even  though  California’s  law  read  .  .  . 

Yes,  but  I  mean  I  don’t  know  that  that  had  been  decided  at  that 
time.  You  know  the  U.S.  Supreme  Court  decided  that  if  the 
parties  can  make  their  own  rules,  then  the  state  laws  have  to 
conform  to  those  rules,  period,  which  makes  some  sense  when  you 
think  about  it.  And  so,  I’m  not  sure  that  that  decision  had 
been  made  then,  but  the  result  at  the  convention  was,  that  by 
vote,  the  delegates  at  the  convention,  at  the  emphatic  and 
emotional  appeal  of  one  Willie  Brown  seated  the  McGovern 
delegates,  and  we  were  allowed  to  sit  on  the  Monday  night.  We 
weren’t  kicked  off  the  floor,  because  that  would  have  been 
unseemly.  But  we  were  not  given  half  votes,  and  we  were  not 
even  given  passes  for  the  next  day. 

Willie  Brown,  what  was  his  position  in  that? 
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Well,  he  was,  I  think,  one  of  the  nominal  leaders  of  the 
McGovern  delegation. 

I  see. 

And  I  remember  I  saw  Phil  Burton  at  that  convention.  I  said, 
"Phil,  why  are  you  throwing  us  out?  I  mean  the  people  on  this 
delegation,  the  people  you’re  going  to  need  for  the  campaign?" 
Well,  I  don’t  remember  McGovern  people  very  well.  The  McGovern 
people  thought  they  knew  everything,  and  so  they  elected  to 
throw  us  out.  So  we  all  came  home.  And  we  were  the  sort  of 
people  who  had  been  accustomed  to  running  the  campaigns,  the 
California  presidential  campaigns.  We  had  been  the  people  who 
had  raised  the  money  and  all  that  kind  of  stuff.  So  the 
McGovern  people  came  back  and  stumbled  around  very  badly  for 
about  two  months.  Finally,  they  asked  us  to  get  involved.  I 
did  the  best  I  could.  But  McGovern  was  a  miserable  candidate, 
and  his  handling  of  his  vice  president  was  particularly  odious. 
Yes. 

McGovern  was  not  a  heavyweight,  let’s  just  leave  it  at  that. 

And  he  was  not  aware  that  20  percent  of  Americans  have  a 
relative  who  is,  you  know,  nuts. 

They  have  been  under  psychiatric  care. 

Or  he  himself  had  it,  or  he  has  close  friends  who  have  had  it, 
and  that  they  feel  very  strongly  about  it,  and  his  handling  [of 
vice  presidential  candidate  Thomas  Eagleton]  was.  ...  It’s 


funny,  you  just  couldn’t  tell.  I  remember  some  of  these  people 
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are  still  active  in  Pasadena  politics.  You  just  couldn’t  tell 
him  that  you  couldn’t  throw  that  guy  off. 

Eagleton? 

Eagleton,  you  could  not  throw  Eagleton  off.  No  way  you  could 
throw  Eagleton  off.  If  you  did,  you  bought  yourself  a  lot  of 
trouble. 

Yes,  and  he  certainly  did.  The  outcome  of  the  election 
demonstrated  that. 

Right. 

But  you  did  try,  even  after  this  hassle,  you  did  try  to  work 
for  the  McGovern  candidacy  here  in  California? 

No.  People  gave  you  a  bad  scene.  You  know,  your  party  loyalty 
and  blah,  blah,  blah.  And  we  didn’t  want  to  get  involved  in 
the  kind  of  things  that  the  people  did  to  us  in  1952  anyway. 
But,  basically,  the  presidential  thing  moved  away  from  the 
party  really  after  that  and  became  a  PR  gimmick. 

Right . 

And  I  think  a  lot  of  people  regret  that,  and  are  stumbling 
around  now  to  try  to  find  a  better  way  to  handle  the  thing. 

The  convention  system,  I  think,  is  good.  But  the  problem  is 
that  the  people  don’t  see  what’s  good  about  it.  I  mean,  what’s 
happening  is  that  the  guy  is  going  on,  won  all  these  primaries, 
and  then  the  convention  just  blesses  the  result  of  the  primary. 
That’s  right,  a  coronation. 

But  let’s  say  the  guy  didn’t  win,  and  this  could  very  well 
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happen.  Well,  it  almost  did,  in  1960.  Kennedy  just  barely 
made  i t . 

Yes ,  correct . 

I  mean,  barely.  It  could  happen  at  this  time  that  none  of  the 
candidates  who  come  to  the  convention  have  a  majority; 
therefore,  the  delegates  are  going  to  make  the  .  .  . 

Have  to  choose. 

Have  to  choose  and,  you  know,  basically  I  think  the  delegates 
are  capable  of  making  that  choice. 

That's  considered  their  job  in  the  era  before  presidential 
primaries . 

Most  of  them  are  people  who  are  interested  in  politics. 
Hopefully,  there  are  some  officeholders  among  them. 

In  1976,  there  was  hardly  any  contest.  [James  E.  Jimmy]  Carter 
had  it  pretty  well  sewed  up. 

Carter  locked  it  up  pretty  much  in  the  primary,  right.  But  I 
was  not  a  delegate. 

But  you  were  on  the  platform  committee. 

I  was  on  the  platform  committee.  I  didn't  try  to  be  a 
delegate.  But  this  is  this  big  thing  where  you  had  to  be 
elected  at  the  district  level,  and  it  was  very  emotional,  and  I 
just  thought,  "Hell,  I'm  not  going  to  go  through  that."  And 
the  same  in  1980,  I  didn't  try. 

How  did  you  get  on  the  platform  committee  then? 

I  had  been  a  constant  contributor  to  the  Democratic 
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party — there  are  very  few  people  that  do  that.  And  I  asked  to 
get  on  the  platform  committee,  and  the  chairman  of  the  party,  a 
lawyer  .  .  . 

I  know  who  you  mean,  yes,  Robert  .  .  . 

No.  That’s  not  it.  Anyway,  he  appointed  me.  He  was  a  friend 
of  mine,  and  I’d  helped  him  early  on  when  he  was  first  active? 
in  the  Democratic  party  out  here.  He  came  from  Iowa.  Anyway, 
we  put  it  together,  and  I  got  on.  There  were  about  ten  members 
from  California.  So  I  wasn’t  the  only  one.  But  I  was  pretty 
much  the  only  one  in  both  of  them.  I  went  to  pretty  near  every 
one  of  the  meetings  that  they  had.  They  had  about  six  meetings 
at  the  time,  and  I  went  to  just  about  every  one  of  them. 

Where  were  they? 

They  were  all  over  the  country.  They  had  one  in  1976,  the 
farthest  west  they  got  was  Denver.  They  didn’t  want  to  come  to 
California,  because  they  didn’t  want  the  "kooks."  [Laughter] 

In  1980  the  farthest  west  we  went  was  Seattle.  They  wouldn’t 
come  down  to  California.  They  met  in  Kansas  City,  Atlanta, 
gosh,  I  don’t  know.  We  met  a  couple  of  times  in  Washington, 

[D.  C.]  because  that  was  a  very  convenient  place  to  meet.  And 
a  lot  of  people  were  ready  to  testify.  I  mean,  they  were  based 
there,  so  it  wasn’t  any  sweat  for  them  to  come  to  testify. 

Sure.  Were  there  some  crucial  issues  you  decided  on  the 
campaign,  on  the  platform  committee  in  1976? 

I  can’t  remember  the  1976  part.  But  I  remember  the  1980.  In 
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1976  we  played  some  games  [with]  the  New  York  delegation.  The 
platform  committee  met  in  the  Mayflower  Hotel,  in  the  week 
before  I  was  to  be  replaced,  incidentally,  and  put  out  the 
draft  of  the  platform.  And  the  New  Yorkers  went  home  on  one  of 
those  days  to  have  a  convention  in  New  York,  which,  of  course, 
is  only  three  or  four  hours  away.  So  the  day  they  were  away 
was  the  day  we  drafted  the  platform.  We  were  supposed  to,  you 
know,  take  a  day  and  a  half  to  do  it,  and  we  did  it  in  about 
eight  hours. 

PUTNAM:  Really. 

NEVINS:  And  they  sort  of  rushed  it  through.  When  the  New  Yorkers  got 

back,  why,  of  course,  it  was  all  over. 

PUTNAM:  Well,  weren’t  they  pretty  miffed? 

NEVINS:  I  don’t  think  that  the  1976  platform  was  too  controversial. 

PUTNAM:  But  1980  was? 

NEVINS:  The  1980  one  was  the  one  where  the  Kennedy  people  came  in  and 

wanted  to  wipe  out  Carter. 

[Additional  remarks  were  missed  on  tape  and  were  not  recalled 
by  Mr.  Nevins. ] 

[End  Tape  2,  Side  A] 

[Begin  Tape  2,  Side  B] 

So  they  had  been  involved  in  volunteer  politics.  Right  off 
they  saw  that  having  been  involved  with  volunteer  politics  was 
a  surefire  way  never  to  be  a  participant  in  the  appointments 
that  the  governor  was  going  to  make  to  the  thousands  of 
commissions  and  so  on. 
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Is  that  right? 

Oh,  yes.  If  you  were  a  party  person  that  dinged  you  right 
there.  And  people  who  hadn’t  done  anything  for  Pat,  really 
didn’t  amount  to  anything  anyplace,  got  these  jobs.  That’s 
what  happened  under  Jerry  Brown.  I  mean,  I  watched  the 
replacement  of  Jerry  Brown  appointments  by  Deukmejian  in  the 
last  four  years,  and  Jerry  appointed  very  few  people  who  had 
any  relation  to  the  Democratic  party  or  to  anything.  I  mean, 
he  just  disappointed  all  these  weirdos.  And  that’s  sort  of  the 
way  it  is. 

That  being  the  case,  what  can  a  state  central  committee  do,  or 
the  executive  committee? 

Well,  they  don’t  really  do  much  of  anything.  That’s  their 
problem.  That’s  why  they  don’t  get  much  attention.  There’s 
not  much  for  them  to  do.  They  don’t  play  a  major  role  in  the 
elections,  they  don’t  raise  money  for  the  candidates.  There 
isn’t  any  real  way  they  can.  The  candidates  raise  the  money, 
not  the  party.  The  candidates  end  up  helping  the  party,  which 
I  did. 

Rather  than  the  other  way  around. 

Yes.  The  party  doesn’t  do  anything  for  you.  It’s  terrible. 

Now  the  party  is  helpful  in  a  sort  of  low  visibility  campaign 
like  mine.  If  you  can  get  a  lot  of  people  working  for  you  out 
there,  and  you’re  identified  in  all  the  different  headquarters 
of  the  different  local  candidates,  and  there’s  always  quite  a 
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lot  of  those.  The  people  know  you  because  they  see  you  at 
party  things,  and  think  you’re  a  good  guy,  you  get  some 
measurable  help.  I  mean,  you  can  see  it.  But  when  push  comes 
to  shove  nowadays,  it’s  how  much  television  time  you  have,  and 
how  effectively  you  use  it,  really. 

Yes.  Well,  other  incumbent  officeholders,  what  do  you  think? 

Do  they  prefer  it  this  way? 

Well,  I  think  most  of  them  have  had  trouble.  Working  with 
parties  is  difficult.  You  find  that  you  have  to  sort  of  cater 
to  some  people  who  you  don’t  like  very  well,  and  that  they  are 
not  really  that  helpful  to  you,  and  you  know,  a  lot  of  them 
say,  well,  why  go  through  that?  And  I’ve  got  to  wrestle  with 
my  lobbyists  and  associates  up  in  Sacramento.  If  you’re  a 
legislator  or  if  you’re  a  congressman,  why  should  I  mess  around 
with  some  tomato,  or  some  woman  from  Fresno  who  is  vice 
chairman  of  the  Democratic  State  Central  Committee,  and  is 
forming  a  group  to  do  so-and-so.  The  result  is  that  the 
officeholders  as  a  group  don’t  pay  much  attention  to  the 
party.  They  really  don’t. 

Yes.  And  the  officeholders  also  dominate  the  state  central 
committee,  too,  don’t  they? 

Don’t  forget,  they  appoint  the  people  on  it.  They  are  members 
themselves  by  virtue  of  .  .  . 

And  they  appoint  others. 

They  appoint  others.  That’s  about  the  only  way  you  get  on 
that.  The  rules  presently  have  people  elected  from  districts. 
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Yes,  districts. 

I  don’t  know  how  many  of  the  state  central  committee  those  are. 
I  don’t,  either.  You  elect  some  at  the  county  level  now. 

Right.  That’s  a  change,  but  it’s  a  very  big,  diffuse 
organization,  not  going  anyplace.  And  they  have  a  convention. 
Now,  it’s  always  in  Sacramento.  I  think  it’s  this  weekend. 
Would  you  like  to  see  that  changed?  Would  you  like  to  see  the 
party  become  more  viable? 

Well,  you  know,  if  I  could  think  of  what  would  be  a  better 
organization  than  what  we  have  I  would  get  more  interested  in 
it.  But,  you  know,  I’ve  thought  a  number  of  times  about  what 
changes  you  have  to  make  to  make  it  work,  and  I  just  think  we 
are  going  through  a  time  when  nobody  wants  a  party,  and  it’s  an 
anachronism,  and  so  why  give  it  a  lot  of  thought. 

Yes.  [Laughter] 

That’s  not  how  politics  are  being  played  these  days. 

That’s  right.  I  have  one  last  question.  It’s  a  bit 
controversial.  You  may  not  want  to  discuss  it.  I  noticed  in 
the  media  you  reported  you  were  one  of  the  last  to  retire  and 
qualify  under  the  old  pension  law. 

There’s  twelve  people,  of  whom  I’m  one,  who  served  before  1966, 
or  whatever  it  is.  If  I  get  the  date^s  wrong  it’s  because  I 
can’t  remember.  But  I  believe  [it’s  if]  we  served  before 
1966.  I  think  that’s  right. 

That  sounds  about  right. 
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There’s  no  question  that  we  have  a  very  comfortable  pension, 
and  it  came  about  by  a  complex  series  of  events,  but  the  gist 
of  it  is  this:  Prior  to  1966,  the  legislature  was  very  poorly 
paid,  so  one  of  the  ways  the  legislature  improved  their  pay 
was  to  improve  their  pension.  That  was  permitted  by,  I  guess, 
a  court  test,  or  something.  Even  though  you  were  only  getting 
$20  a  day,  or  whatever  it  was,  you  could  put  in  a  pension  plan 
for  yourself.  And  so  they  did.  Then  you  recall,  the 
constitution  says  that  whatever  perks  the  legislators  get  the 
constitutional  officers  have  to  have.  In  other  words,  a 
legislator  can’t  have  something  that  the  constitutional 
officers  don’t  have.  That’s  what  saved  my  automobile  and 
things  like  that.  [Laughter]  If  they  took  ray  automobile  away 
they  get  theirs  taken. 

Take  their  own  away.  [Laughter] 

Anyway,  Jesse  Unruh  reorganized  the  legislature  by,  you  know, 
constitutional  amendment.  The  purpose  of  it  was  to  make  it 
full  time,  and  change  their  pay,  to  make  the  legislature  an 
equal  element  in  the  state  government  in  fact.  Well,  somehow, 
in  all  that,  the  pension  thing  for  constitutional  officers  was 
not  attended  to.  And  so  we  got  the  pension  that  had  been  put 
together  for  the  old  days  for  legislators. 

When  they  drew  very  small  salaries. 

Very  small  pay.  Then,  in  those  years,  even  before  then,  there 
were  various  schemes  to  sort  of  enrich  the  pension  for  the 
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constitutional  officers*  And  one  of  those,  the  one  that  did  an 
awful  lot  for  me  occurred  in  about  1968-69,  when  Frank  Jordan, 
the  secretary  of  state,  had  become  ill*  I  guess  he  had  a 
stroke  and,  apparently,  was  not  going  to  live  very  long.  So 
what  the  Republican  administration,  the  Reagan  administration 
wanted  to  do,  was  to  increase  the  pension  so  that  Mrs.  [  ] 

Jordan  would  agree  to  let  Frank  retire,  and  she  would  have  a 
comfortable  pension  for  the  rest  of  her  life.  And  the  Reagan 
people  could  then  appoint  an  effective  candidate  for  the  job. 
Well,  apparently,  what  happened  was  Mrs.  Jordan  wanted  to  be 
appointed  to  be  the  secretary  of  state.  They  didn’t  want  to 
appoint  her.  So  nature  took  its  course,  and  Frank  died  about 
the  first  of  February  1970,  right  before  filing  for  office,  but 
too  late  to  have  an  appointment  do  any  good.  And,  you  know, 
the  guy  would  have  a  chance  to  get  in  office  and,  you  know,  be 
recognized  as  secretary  of  state.  So  they  appointed  one  of  the 
staff  people  in  the  office  to  be  the  secretary  of  state.  And 
everybody  ran,  including  Mrs.  Jordan,  and  she  did  very  poorly. 
But  you  recall,  the  thing  that  the  Reagan  people  were  trying  to 
not  happen,  did  happen,  and  that  is  a  Democrat  sneaked  through. 
Which  Jerry  Brown  did, 

Jerry  Brown,  and  he  did,  and  became  governor.  But  that  little 
episode,  and  it’s  funny,  Weinberger  was  involved  in  that.  I 
was  talking  to  some  Republican  the  other  day  about  it.  They 
were  all  part  of  this  plan,  to  put  it  quite  as  bluntly  as  that. 
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How  did  that  affect  the  pension? 

Well,  as  I  recall,  Weinberger  was  the  director  of  finance  by 
that  time.  He  approved  the  bill.  It  has  the  cost  to  it. 

I  see.  A  cost.  The  cost  of  living? 

Usually.  .  .  .  Well,  any  bill  that  has  a  cost  to  the  state, 
the  director  of  finance  gets  involved  with.  This  one  had  a 
cost  right  from  the  start.  Not  a  big  cost,  but  it  cost 
something.  It  was  a  policy  problem  there  that  cost  money. 
Anyway,  it’s  funny  to  think  of  Weinberger  being  involved  in  all 
that  stuff  way  back  in  those  days,  and  where  he  is  today. 
Anyway,  that  went  through.  This  measure,  by  the  way,  was 
supported  by  one  of  the  board  members,  George  Reilly,  who  had 
served  twenty-four  years.  What  they  were  going  to  do  is  give  a 
50  percent  increase  to  people  who  had  served  twenty-four  years. 
A  50  percent  pension  increase? 

Yes,  and  that’s  one  that  makes  mine  rather  big.  And  so  that 
passed  and,  of  course,  I  had  a  tough  time  in  the  1966  election, 
and  I  never  had  any  concept  that  I  was  going  to  serve 
twenty-eight  years.  I  had  no  idea.  But,  finally,  the 
twenty-eight  years  came  by,  the  twenty-four  years,  the 
twenty-eight  years  went  by.  And  here  I  am  drawing  a  pension 
now,  which  really  I  never  had  anything  to  do  with.  I  never 
lobbied  on  any  pension  bill  of  any  kind.  But  I’m  here. 

It  was  made,  you  are  saying,  to  compensate  people  who  were  then 
getting  very  low  salaries,  by  having  them  make  it  up  in  a 


fairly  generous  pension.  Is  that  correct? 
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Right.  That  was  one  of  the  concepts.  Actually,  one  of  the 
legislators  who  was  a  state  senator  from  the  Vallejo  area,  was 
the  one  who  actually  drafted  the  legislation  that  is  now  the 
pension  plan  for  constitutional  officers.  He  had  cancer  of  the 
jaw.  Seagert,  or  Sea  something  or  another.  Anyway,  [Jerrold] 
Jerry  Seaweli. 

Oh,  Jerry  Seaweli,  S-E-A-W-E-L-L? 

Yeah,  Jerry  Seaweli.  Well,  he  had  cancer  of  the  jaw,  and  he 
wanted  to  have  a  pension  plan  that  would  take  care  of  his  wife. 
Oh,  really. 

So  what  he  did  was,  you  know,  gave  this  credit  for  time  in  the 
legislature,  and  then  he  got  himself  elected  to  the  state  Board 
of  Equalization,  from  the  then  Second  District,  which  is  now 
the  First  District.  He  died  after  he  was  in  office,  and  his 
wife  did  get  the  pension.  He  was  succeeded  by  Paul  Leake,  who 
was  appointed  by  Governor  Warren. 

OK.  The  [Wadie  P. ]  Deddeh  amendment  that  we  voted  on  in  the 
last  election  was  designed  to  put  a  stop  to  it.-* 

It’s  designed  to  say  that  I  won’t  get  a  cost  of  living  increase 
in  addition  to  the  cost  of  living  that’s  built  into  my  pay.  In 
other  words,  if  the  state  employees  get  a  3  percent  increase, 


1.  Proposition  57,  November  1986,  authored  by  State  Senator 
Wadie  P.  Deddeh,  S.C.A.  32,  1985-1986,  Reg.  Sess.,  Cal.  Stat.  ch.  57.  It 
limited  retirement  benefits  for  non judicial,  nonlegislative  elected  state 
officials.  It  was  approved  by  a  margin  of  72.7  percent  to  27.3  percent. 
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or  2  percent,  or  whatever  it  is,  I  won’t  get  it.  Now,  that 
measure  is  blatantly  unconstitutional.  It  will  be  challenged 
by  various  folks  who  are  the  beneficiaries  of  this  measure,  and 
I’m  sure  that  the  courts  will  rule  that  it,fs  .  .  . 


PUTNAM:  They  have  a  contractual  relationship  with  .  .  . 

NEVINS:  It  was  put  in  to  stop  the  [Paul]  Gann  measure. ^  The  Gann  thing. 

PTJTNAM:  Oh,  yes. 

NEVINS:  That  was  the  genesis  of  the  Deddeh  amendment. 

PUTNAM:  OK.  Well,  thank  you  very  much,  Mr.  Nevins.  Is  there  any  last 

minute  input  you’d  like  to  add? 

NEVINS:  No.  I’m  trying  to  get  used  to  being  retired.  I  guess  I’ll 

find  a  way.  No.  I’m  glad  I  served  as  a  state  constitutional 
officer.  I  liked  a  lot  of  things  about  it.  I’d  say  that  one 
thing  we  haven’t  touched  on  is  how  sort  of  unfriendly  the  city 
of  Sacramento  is  to  people  in  government  there. 

PUTNAM:  The  city? 

NEVINS:  The  city  is  very  unfriendly.  It’s  an  unfriendly  place  to  go. 

Now,  people  like  to  live  there.  You  know,  if  you  have  a  house 
and  live  there,  have  friends  and  everything,  that’s  just  fine. 
But  really,  the  area  around  the  capitol  is  sort  of  deserted, 
especially  at  night. 


1.  Proposition  61,  Gann  Salary  Limitation  Initiative,  November 
1986.  This  proposed  constitutional  amendment  would  have  set  the  salary 
of  the  governor  and  other  constitutional  officers  and  limited  all  other 
public  employees  to  salaries  lower  than  the  governor’s  except  by  a 
two- thirds  vote  of  the  legislature  or  by  popular  initiative.  It.  was 
defeated  by  a  margin  of  34.1  percent  to  65.9  percent. 
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Yes,  it  is. 

And  it’s  just  as  if,  we  don’t  want  you  and  why  are  you  here, 
and  why  are  you  bothering  us?  It’s  weird. 

So  you  have  to  ♦  .  . 

Just  going  to  and  from  Sacramento  was  pretty  disagreeable. 

But  you  would  do  most  of  your  work  in  your  district? 

Well,  that’s  why  we  just  went  up  there  as  little  as  possible. 
And  it’s  funny,  the  other  board  members  feel  it  just  as 
strongly  as  I  do.  They  don’t  like  to  go  there.  And,  you  know, 
if  Governor  Deukmejian  were  richer,  he  would  do  like  Reagan  and 
other  people  did,  I  mean,  and  Jerry  [Brown] ,  they  are  just 
there  the  minimum  amount  of  time. 

Reagan,  especially,  was  noted  for  that. 

He  was  there  two  or  three  nights  a  week,  and  that’s  it. 
Weekends? 

I  think  he’d  be  there  like,  Monday,  Tuesday,  and  Wednesday 
nights  at  the  most,  and  then  go. 

I  get  the  impression  legislators  don’t  have  that  attitude  as 
much,  do  they?  They  hang  around  in  Sacramento  .  .  . 

Well,  I  don’t  know.  No.  Some  do.  But  a  lot  of  them  come  home 
to  their  district.  There  have  been  some  legislators  who  did 
not  come  back  to  their  districts,  and  really  got  smashed  in  the 
election  time.  This  fellow  that  ran  for  assessor  here  in  Los 
Angeles  County,  that  had  been  a  legislator  .  .  . 

Ran  against  Pope? 
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Well,  [Thomas]  Lynch,  Lynch  won,  but  the  other  one,  the 
Democrat  who  ran  against  him  in  the  runoff.  He  was  one  of 
those  legislators  who  had  been  very  active  in  his  district,  and 
he  got  elected  to  the  assembly,  and  went  to  Sacramento,  and  got 
involved  with  a  lot  of  stuff  up  there,  and  stopped  coming  to 
his  district,  some  guy  just  knocked  him  off. 

Wiped  him  off. 

Wiped  him  out.  And  the  same  thing  happened  to  a  fellow  down  in 
Long  Beach.  [David]  Elder  became  assemblyman  because  the  guy 
got  involved  with  .  .  . 

Oh,  yes,  [Vincent]  Thomas. 

No,  Thomas  came  back  to  his  district.  Thomas  jiist  didn’t 
campaign.  He  just  thought,  ”0h,  hell,  I’ve  been  here  all  these 
years  and  they  owe  it  to  me/’  you  know.  [Laughter]  They  don’t 
owe  you  anything.  Anyway,  the  point  I’m  making  here  is  that 
there’s  been  enough  legislators  defeated  who  stayed  away  from 
their  districts,  so  they  all  come  back,  I  mean,  like  this 
fellow  that’s  a  state  senator,  who  wants  to  run  for  mayor  of 
Los  Angeles.  The  only  problem  is  he  lives  in  South  Pasadena, 
Torres .  Art  Torres . 

Oh  yes,  Torres. 

For  awhile,  he  didn’t  come  back.  And  then  he  realized  that  was 
a  big  mistake.  And  so  he  comes  back.  Alatorre  didn’t  like  to 
come  back,  but  he  came  back. 

Well,  Torres  gave  up  his  legislative  seat  to  get  on  the  .  .  . 
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No,  Alatorre. 

Oh,  Alatorre,  that’s  right. 

Anyway,  I’m  just  telling  you,  a  lot  of  guys  discovered  the  hard 
way  that  the  only  way  to  be  a  legislator  is  to  come  back  to 
your  district  as  much  as  you  can.  Go  to  all  the  different 
little  Mickey  Mouse  affairs,  to  be  seen. 

You’ve  always  done  that. 

Well,  I  mean,  I  didn’t  live  in  Sacramento,  so  I  didn’t  have  any 
problem.  I  did  a  lot  of  district  work,  and  that’s  one  of  the 
things  I  did  less  of  in  the  last  four  years,  knowing  that  I 
wasn’t  going  to  run  again.  I  slowed  down.  [Laughter] 

Well,  thank  you  very  much,  Mr.  Nevins. 

2,  Side  B] 
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February  7,  1989] 

3,  Side  A] 

Mr.  Nevins,  there  are  a  few  things  about  your  background  I 
think  I’d  like  to  go  over  before  I  get  into  your  actual 
career  on  the  board.  You  went  to  private  school.  You  went 
from  there  to  Yale.  It  sounds  very  much  like  our  current 
president.  Did  you  by  chance  ever  run  into  George  Bush  at 
Yale? 

George  Bush  came  to  Yale  after  the  war,  and  I  graduated 
during  the  war,  so  I  didn’t  go  back  after  the  war.  A  lot  of 
people  in  my  class  went  back  after  the  war  and  finished,  but 
I  finished  before  I  went  in.  I  finished  in  December  of  1942, 
but  I  was  in  the  class  of  1943. 

Now,  from  such  a  background,  how  did  you  become  a  Democrat? 
My  stepfather,  William  S.  MeCay,  an  architect  here  in 
Pasadena,  had  been  a  Democrat  beginning  in  the  early 
thirties.  He  had  been  building  a  lot  of  houses,  and  the 
whole  real  estate  building  business  stood  on  its  head  in  1932 
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and  1933,  and  he  was  very  upset  with  seeing  all  the  people  he 
had  worked  with — carpenters,  laborers,  everybody  in  the 
building  trade — being  out  of  work.  And  he  formed  an 
organization,  along  with  some  other  people,  called  the 
Cooperative  Relief  Association,  here  in  Pasadena.  It  was  at 
the  Kerchoff- -Cuzner  lumberyard,  which  at  that  time  was  aon 
what  we  called  Broadway  in  those  days,  now  called  Arroyo 
Parkway,  near  Green  Street.  It’s  where  the  ice  rink  was  and 
now  it’s  a  public  storage  place.  It  then  was  just  a  regular, 
open  lumberyard.  And  what  they  did  at  that  time  was  they 
organized  the  people  into  sort  of  work  parties  and  went  out 
and  harvested  the  crops  on  the  farms  which  were  immediately 
around  Pasadena.  Arcadia,  for  instance,  at  that  time  was  a 
farm  community  of  rather  small  farms,  and  the  farmers  weren’t 
able  to  harvest  the  crops  because  the  price  was  lower  than 
the  cost  of  harvesting.  So  they  [the  crops]  were  rotting. 
What  happened  was,  the  people  in  this  group  went  out  and 
harvested  the  crops  and  brought  them  in  and  distributed  them 
to  their  family,  using  the  premises  of  the  Kerchoff-Cuzner 
Lumber  Company.  A  lot  of  businesses  in  southern  California 
supported  this  effort.  The  Union  Oil  Company  gave  gasoline. 
My  stepfather  got  to  know  the  officers  of  that  company  very 
well  out  of  that.  The  Barbara  Ann  Bread  Company,  which  I 
think  has  finally  gone  on  its  head — it  used  to  be  down  there 
on  the  Arroyo  Parkway — gave  day-old  bread,  and  a  lot  of  other 
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organizations  helped  the  association  along.  This 
organization  was  very  active  for  about  a  year  and  a  half, 
until  the  New  Deal  took  over.  Of  course,  when  it  took  over, 
that  was  the  end  of  the  line. 

[Interruption] 

I  think  out  of  that  my  stepfather  got  less  than 
enthusiastic  about  the  Republican  approach  to  dealing  with 
real  life  problems  and  became  a  very  active  Democrat  after 
that.  He  and  his  cousin,  Fred  Sutherland,  who  became  the 
postmaster  in  Pasadena,  were  the  local  Democrats,  and  I  went 
along  with  it.  I  tried  to  be  a  Republican;  I  just  couldn’t 
be  a  Republican.  I  remember  once  when  [Thomas  E.]  Dewey  and 
[Harry  S.]  Truman  were  running  together  in  1948,  I  just 
couldn’t  stand  Dewey’s  radio  broadcasts,  and  I  voted  for 
Truman  and  never  even  thought  about  being  a  Republican  after 
that.  I  became  an  active  Democrat. 

That’s  very  interesting.  You  were,  for  about  twelve  years 
before  you  went  on  the  Board  of  Equalization,  an  insurance 
broker. 

I  wasn’t  an  insurance  broker.  The  legal  title  I  had  is 
insurance  solicitor,  and  that’s  the  employee  of  a  broker. 

The  broker’s  name  was  Marsh  and  McLennan.  They’re  still  in 
business;  they’re  the  most  successful  [insurance]  brokerage 
firm  in  the  world.  They  have  22,000  employees  at  this  time. 
I  saw  some  people  in  the  company  the  other  day,  and  they 
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assured  me  that  they’re  still  very  successful.  When  the 
insurance  business  is  tough,  brokers  have  a  field  day. 

That’s  when  they  shine.  When  life  is  simple,  then  people 
don’t  like  insurance  brokers. 

What  exactly  were  your  functions  as  a  solicitor? 

Marsh  and  McLennan  is  an  insurance  brokerage  firm  that 
handles  major  corporate  business,  like  Lockheed  Aircraft. 
Packard* Bell  is  one  of  the  accounts  I  handled.  Universal 
Pictures  Company  was  another  one  I  worked  on.  I  worked  on  a 
wide  variety  of  corporate  accounts  that  were  handled  by  the 
Los  Angeles  office.  I  started  out  in  the  Marine  Department, 
which  at  that  time  had  some  hull  insurance  accounts,  [e.g.] 
Richfield  Oil  Company,  which  was  what  it  was  called  in  those 
days.  We  had  a  Burns  Steamship  Company,  which  is  a  company 
that  went  out  business  in  the  late  forties.  We  had  some 
steam  schooners.  Those  are  the  things  that  bring  lumber  down 
from  the  north.  There’s  still  one  or  two  left,  and  we  had 
one  of  them.  And  I  handled  cargo  insurance.  We  had  the 
Johns-Manville  account,  which  is  still  a  large  shipper  of 
diatomaceous  earth  on  a  worldwide  basis;  twenty  carloads  a 
day  every  day  from  Lompoc  out  to  the  world,  a  real  gold 
mine.  I  mean,  one  of  the  richest  mines  in  the  whole  world  is 
right  there  in  Lompoc,  and  nobody  knows  about  it.  It’s 
weird.  So  that  was  my  job,  handling  the  corporate  accounts, 
dealing  with  the  kind  of  people  in  corporations  that  handled 


the  shipping  or  the  owning  of  ships  and  that  kind  of  thing. 
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Had  you  been  an  accounting  or  business  major  at  Yale? 

No.  I  majored  in  international  relations.  That  qualified  me 
for  anything. 

Can  you  reflect  on  any  ways  in  which  your  experience  in  this 
insurance  brokerage  firm  may  have  prepared  you  for,  or 
influenced  your  work  on,  the  Board  of  Equalization? 

One  thing  you  learn  in  the  insurance  business  is — at  least  as 
a  broker — your  job  is  to  be  the  organized  person  in  the 
setup.  In  other  words,  you  find  that  insurance  companies  are 
very  disorganized.  They’re  run  by  very  low-grade  people,  as 
you  can  see  from  the  propositions  in  the  recent  campaign  here 
in  1988.-^  The  broker  is  a  person  that  deals  with  the  client 
and  gets  what  the  client  wants.  Well,  the  client  may  not 
know  exactly  what  he  wants,  but  he  knows  what  his  problem  is, 
and  you  have  to  try  to  solve  it.  That’s  what  a  broker  does. 
You  try  to  go  on  a  worldwide  basis  to  find  the  insurance 
coverage  that  deals  with  that  client’s  problems.  For 
instance,  we  had  a  client  called  Superior  Oil  Company  at  that 
time,  and  they  were  one  of  the  first  companies  to  drill  out 
in  the  water  offshore,  like  two  or  three  miles  from  the 
shore.  We  had  to  get  insurance  coverage  for  their  drilling 
rig,  and  we  became  quite  expert  at  it.  I  was  one  of  the 


1.  Propositions  100,  101,  103,  104,  and  106,  which  were  variously 
sponsored  by  the  insurance  industry,  trial  lawyers,  and  consumer  groups 
to  address  the  issue  of  excessive  insurance  costs.  Only  the 
consumer-backed  measure  passed. 


119 


de  GRAAF: 
NEVINS: 


people  who  worked  on  drilling  rigs.  So  that’s  what  you  did 
in  a  brokerage  business  is,  you  had  to  be  organized.  You  had 
to  have  a  concept  of  what  it  was  that  the  client  needed,  and 
then  you  went  out  and  tried  to  find  it,  wherever  the  market 
was.  You  tried  to  get  the  best  price  and  the  best  coverage, 
and  that  was  what  it’s  all  about.  So  you  had  to  be 
organized.  You  were  the  one  that  was  responsible  for  what 
the  client  got.  You  represented  the  client,  and  said,  "I’m 
going  to  do  so  and  so,tf  then  you  did  it.  Then  you  had  to  get 
the  insurance  companies  to  deliver.  Of  course,  you  had  to 
get  the  clients. 

Essentially,  the  taxpayers  of  California  became  your  clients? 
That  had  some  characteristics  of  being  a  kind  of  elected 
official.  You  have  to  decide  what  it  is  the  clients — the 
people™  want,  and  you  have  to  try  to  get  it  somehow.  Some 
people  can’t  figure  that  out.  But  anyway,  it  [insurance 
brokerage]  had  a  lot  in  common.  T  wrote  lots  of  letters,  so 
I  learned  how  to  write  letters.  I  had  to  deal  with  all  kinds 
of  people  in  the  insurance  business  and  that’s  what  you  have 
to  do  when  you’re  in  politics,  you  deal  with  all  kinds  of 
people.  So  I  had  a  lot  of  practice  in  that,  at  company 
expense.  Let’s  put  it  that  way.  They  were  very  nice  about 
me  being  in  volunteer  politics.  They  were  pretty  good  about 
it.  They  let  me  take  calls  at  the  office  and  stuff;  they 
didn’t  yell  at  me  about  that. 
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They  were  not  a  particularly  Republican  oriented  firm? 

They  were  Republican  oriented,  but  they  realized  there  had  to 
be  Democrats  [Laughter],  so  they  didn’t  get  too  upset  about 
it . 

One  other  thing:  you  were  very  active  in  the  Young  Democrats 
through  the  1950s*  At  that  time,  you  yourself  would  have 
been  well  into  your  thirties*  Was  it  typical  that  people  of 
that  age  were  active  in  the  Young  Democrats  during  that  time? 
Well,  there  was  an  age  maximum,  and  it  seems  to  me  it  was 
thirty-eight.  I  just  can’t  get  that  exactly  in  my  mind. 

Let’s  see.  In  1958,  when  I  was  running,  I  would  have  been 
thirty-seven.  I  think  when  you  were  over  thirty-six,  that 
was  the  word,  you  were  not  supposed  to  hold  office  in  the 
California  Federation  of  Young  Democrats.  I  was  completing 
my  two-year  term  as  president  of  that  organization,  and  some 
wiseacre  brought  that  up  in  a  meeting.  I  said,  "Well,  you 
know,  if  you  want  to  oust  me  as  president,  be  my  guest,  but 
your  job  is  to  organize  the  next  conference.  That  takes 
quite  a  lot  of  work.  Is  that  what  you  really  want  to  do?" 

And  the  guy  really  didn’t  want  to  do  that.  So  I  remained  as 
president  and  put  on  the  conference  at  the  Hollywood 
Roosevelt  [Hotel],  where,  among  others,  A.  Phillip  Burton, 
the  man  who  became  a  famous  congressman,  was  cochairman  with 
me  that  the  meeting.  Together  we  ran  the  meeting  and 
manipulated  the  media  in  the  usual  way  that  politicians  do. 
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This  was  a  statewide  conference? 

It  was  a  statewide  conference  at  the  Hollywood  Roosevelt 
Hotel.  It  happens  every  two  years. 

Did  this  occur  in  1958,  just  before  you  ran  for  the  ♦  .  . 

It  occurred  in  the  summer  of  1958,  after  I  was  the  nominee 
for  the  State  Board  of  Equalization,  but  before  I  was 
elected.  Incidentally,  I  knew  I  was  going  to  be  elected,  so 
I  didn’t  worry  about  it. 

Now,  was  Burton  himself  at  that  time  active  in  the  Young 
Democrats? 

Yes,  he  was.  He  had  served  a  tour  as  an  officer  in  the 
[United  States]  Air  Force  in  Alaska  and  had  come  back  and 
started  practicing  law  in  San  Francisco.  At  that  time 
[1954],  I  think,  he  had  tried  to  run  for  assembly  and  been 
defeated  by  a  dead  man,  and  he  was  very  upset  about  it, 
naturally.  But  I  believe  that  he  ran.  ...  He  must  have 
been  in  office.  I  think  he  was  by  then  a  nominee.  I  just 
can’t  remember  all  the  dates  on  Phil,  but  he  had  just 
recently  come  back.  I  think  he  got  elected  that  year,  1958, 
to  the  assembly. ^ 

I  think  he  did,  too.  Besides  him  and  Toby  Osos,  whom  you 
mentioned  in  your  earlier  interview,  were  there  other 


1.  Phillip  Burton  was  first  elected  to  the  California  State 
Assembly  in  1956. 
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prominent  Young  Democrats  that  you  recall  who  later  became 
important  in  California  politics? 

I  just  remember  Henry  Waxman  very  briefly,  I  knew  him  later 
after  I  was  in  office,  but  I  don’t  really  remember  him  as 
being  terribly  active.  [Mervyn  M. ]  Merv  Dymally’s  first  day 
of  volunteer  politics  was  at  this  conference  at  the  Hollywood 
Roosevelt.  He  showed  up  on  Sunday  morning  and  helped  me  run 
the  mimeograph  machine.  So  I  got  to  know  him  and  I’ve  known 
him  right  along,  and  we  were  very  good  friends  for  awhile. 

He  sort  of  gave  me  a  hard  time  in  one  of  my  elections,  in 
1982,  so  I  kind  of  lost  interest  in  him.  But  that’s  neither 
here  nor  there.  But  I  helped  him,  particularly  in  his 
reelection  effort  for  lieutenant  governor,  which  he  lost. 

Can  you  comment  on  the  role  you  feel  the  Young  Democrats 
played  in  the  fifties  in  rebuilding  the  California  Democratic 
party? 

What  happened  to  all  of  the  elements  of  the  Democratic  party 
during  the  Roosevelt  years  was  that  the  incumbents  and  the 
people  who  had  appointments  through  the  [Franklin  D. ] 
Roosevelt “Truman  administrations  sort  of  took  over  and 
squashed  all  activity.  Their  idea  was,  they  didn’t  want 
anybody  out  there  competing  with  them  for  power,  and 
everytime  anybody  came  along,  they  called  them  a  communist. 
That  was  the  usual  gimmick,  and  they  were  very  successful  atr 


that.  So  that  there  was  virtually  no  Democratic  party  of  any 


123 


de  GRAAF: 
NEVINS: 
de  GRAAF: 
NEVINS: 


kind.  And  the  Republican  party  had  a  lot  of  these  things  in 
common,  although  there  were  more  volunteer  Republicans  in  the 
late  forties  and  early  fifties  than  there  were  Democrats. 

But  what  happened  when  Adlai  Stevenson  ran,  he  sort  of 
inspired  a  lot  of  people  to  become  active  in  the  Democratic 
party.  At  the  time  he  was  running,  the  California  Federation 
of  Young  Democrats  had  been  revived  by  this  Toby  Osos  that 
you’re  talking  about  here,  and  a  fellow  named  Lionel 
Steinberg,  who  was  a  produce  grower  down  in  the  Coachella 
Valley.  There  were  other  people  who  got  together,  including 
Phil  Burton  before  he  went  to  Alaska,  and  had  rebuilt  this 
organization  which  had  been  a  sort  of  paper  organization. 

They  took  it  away  from  the  paper  people,  went  to  a  national 
convention,  got  the  charter  for  the  California  Federation  of 
Young  Democrats,  which  we  couldn’t  incorporate  because  the 
incorporated  organization  controlled  the  California  Young 
Democrats,  Inc.,  so  we  were  stuck  with  an  unincorporated 
organization.  Anyway,  we  built  this  organization.  Iwas  part 
of  the  group.  We  built  it  up  so  that  we  had  about  forty 
clubs,  fifty  clubs. 

When  did  this  rebuilding  effort  start? 

The  major  part  really  started  after  Stevenson. 

After  the  1952  campaign? 

After  the  1952  campaign,  although  quite  a  lot  of  spadework 
had  been  done  before  that.  But  I  was  part  of  the  effort  to 
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rebuilt,  ad  we  formed  lots  of  new  clubs  and  got  a  lot  of 
activity  going  all  around  southern  and  northern  California, 
and  the  Fresno  area.  You  always  had  a  good  club  in  Fresno. 
We’ve  had  clubs  on  and  off  in  Bakersfield  and  San 
Bernardino.  We  have  San  Diego.  We  never  had  any  in  Imperial 
County  that  I  can  remember.  We  had  clubs  in  Riverside,  Santa 
Barbara,  and  Ventura  counties.  They’d  come  and  go,  and  a  lot 
of  them  depended  on  the  personality  of  the  leadership  and 
what  sort  of  campaigns  were  available  to  be  in.  Often, 
having  a  young  person  running  for  office  in  an  area  tended  to 
inspire  leadership  in  the  Young  Democrats  because  they  needed 
the  help  and  all  that  kind  of  stuff.  You’ve  got  to  remember, 
the  Republicans  controlled  everything  in  those  days.  There 
were  virtually  no  Democratic  incumbents  in  anything.  The 
Republicans  had  this  reapportionment  scheme  where  they  had 
Democrats  in  enormous  districts  and  Republicans  in  small 
districts.  You  hear  all  the  Republicans  talk  about  the 
horrors  of  apportionment,  but  what  they  did  to  us  was  much 
worse.  But  in  spite  of  that,  I  want  to  point  out  that  we 
took  the  state  in  the  legislature  [assembly]  and  the  state 
senate  and  the  majority  of  congressmen.  Even  with  their  1950 
apportionment  done  by  the  great  [ Laugh 1 in  E.]  Lock  Waters, 
now  a  federal  judge — I  always  tease  him  about  it  when  I  see 
him — we  still  won. 
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In  1958,  we  won  the  whole  banana.  I  think  the  reason  for 
that  is  that  we  did  develop  a  viable  organization;  we  did 
shake  off  the  communist  thing,  which  was  a  serious  problem  to 
deal  with.  And  we  were  closer  to  the  people.  The  Republican 
party  was  pretty  dead.  It  had  a  lot  of  old  people  in  it  and 
it  didn’t  have  any  vitality  to  speak  of  at  all.  When  you 
went  out  and  started  campaigning  seriously,  you  found  that  a 
few  cheesy  PR  men  was  all  there  was  to  the  Republican  party. 
When  you  got  through  the  first  layer  of  them,  you  suddenly 
found  that  you  were  out  there,  the  world  was  a  bowl  of 
cherries.  I  mean,  I  knew  I  was  going  to  win  once  I  got  the 
nomination  in  June  of  1958.  When  you  added  up  the  votes  that 
could  have  voted  for  my  opponent  and  the  votes  that  voted 
against  him,  you  knew  that,  with  the  bigger  number  that  voted 
against  him,  I  was  going  to  get  all  those  votes  and  I  was 
going  to  win  in  November.  I  knew  that  my  opponent  was  not  a 
very  popular  person,  so  he  couldn’t  carry  it  on  his  own 
thing.  He  thought  he  was  an  incumbent  and  that’s  going  to  do 
it  for  him,  and  I  don’t  think  he  ever  realized  he  was  going 
to  be  defeated  until  after  the  election  night,  I  really  don’t. 
Now,  before  we  get  to  the  election,  one  other  phenomenon,  and 
that  is  that,  as  you  say,  the  running  of  Adlai  Stevenson — his 
first  campaign,  in  1952 — seems  to  have  reinvigorated  local 
Democrats.  One  manifestation  of  this  were  the  Stevenson 
Clubs.  Now,  were  they  same  as  or  different  from  the  Young 
Democrats  that  you  were  associated  with? 
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If  you  had  any  Young  Democrats,  they  were  chartered  by  the 
California  Federation  of  Young  Democrats.  We  had  the 
approval  of  the  [state]  Democratic  Central  Committee  to 
charter  clubs,  which  we  did.  And  that  is  where  our  authority 
came  from  was  from  the  state  central  committee  that  chartered 
clubs.  We  always  had  good  connections  with  people  in  the 
state  central  committee.  State  Senator  George  Miller  was  the 
chairman  of  the  party.  He  also  was  one  of  the  people  who 
helped  the  California  Democratic  Countil  get  started,  which 
was  supposed  to  get  clubs  chartered  for  people  generally,  not 
just  young  people.  So  we  were  sort  of  moving  together  and 
not  really  competing  that  much  until  it  was  a  question  of  are 
you  going  to  be  a  CDC  club,  which  was  usually  chartered  by 
the  counties  in  which  they  were  located,  although  some  had  no 
charters  from  anybody  because  the  county  committee  didn’t  do 
anything.  But  we  recognized  clubs  whether  they  were 
chartered  by  the  county  committee  or  not.  Now,  in  L.A. 
County,  the  county  committee  itself,  under  Richard  Richards, 
who,  as  you  know,  just  died,  had  people  out  chartering  clubs, 
and  they  started  about  200  clubs. 

In  L.A.  County  alone? 

In  L.A.  County.  Not  all  of  them  survived  but,  I  mean,  they 
chartered  a  lot  of  clubs. 

Then  the  Stevenson  Clubs,  that  was  just  a  name  that  was  used? 
The  Stevenson  Clubs  were  usually  the  campaign  organization. 
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Let’s  say  we  had  to  have  a  campaign  in  Pasadena,  we  had  a 
Stevenson  Club.  So  what  happened  was,  that  was  sort  of  the 
campaign,  because  there  wasn’t  any  other  campaign.  Remember, 
the  [Estes]  Kefeauver  delegation  won  in  the  1952  primary,  and 
when  they  came  back,  they  ran  away  from  the  campaign.  They 
wouldn’t  have  anything  to  do  with  the  campaign.  That’s 
typical  of  what  happens  when  the  loser  comes  back:  the 
delegates  just  disappear;  you  never  see  them.  So  somebody 
had  to  run  a  campaign.  So  these  volunteers  just  came  out  of 
the  woodwork  and  started  the  campaign. 

And  the  Stevenson  Clubs  sort  of  faded  away  after  the  primary 
campaign? 

They  became  county  committee  clubs  and  they  may  have  changed 
their  name  to.  ...  I  forget.  We  always  had  a  club  in 
Pasadena,  Franklin  D.  Roosevelt  Club,  but  there’d  been 
another  one,  the  Sunset  Democratic  Club,  and  they  were  merged 
in  the  fifties.  But  it  had  been  in  existence  before.  And 
then  there  were  clubs  in  Altadena  and  Sierra  Madre  and  all  of 
that  kind  of  stuff. 

You  mentioned  in  the  earlier  interview  your  association  with 
the  formation  of  the  California  Democratic  Council.  Did  you 
remain  active  in  that  after  1953  and  1954? 

OK.  The  rules  were  set  up  in  the  California  Democratic 
Council  that  Young  Democratic  Clubs  could  become  members  of 


the  California  Democratic  Council.  The  leaders  of  the 
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California  Federation  of  Young  Democrats,  CFYD,  as  we  call 
ourselves,  encouraged  allclubs  to  be  in  the  California 
Democratic  Council.  The  way  the  charter  of  the  CDC  was 
organized,  we  got  to  be  voting  members  in  the  conventions, 
and  I,  as  an  officer  of  the  Young  Democrats,  atteneded  CDC 
board  meetings.  We  always  kept  our  hand  in  the  organization 
and  had  a  lot  to  do  with  what  went  on  in  the  CDC.  And  Toby 
Osos,  for  instance,  did  the  same  when  she  was  president.  So 
we  were  always  tied  closely  to  it  and  identified  with  it, 
although  we  were  a  separate  organization  and  did  a  separate 
organizing  job,  had  our  own  conferences  and  all  that  sort  of 
thing.  So  they  went  together.  What  we  were  trying  to  do  was 
to  invigorate  the  party,  trying  to  get  candidates  in  every 
district,  trying  to  develop  a  platform  for  the  Democratic 
party  in  the  state,  and  trying  to  make  it  so  people  felt 
there  was  a  Democratic  party.  I  think  we  succeeded  in  that. 
Once  you  became  an  elected  member  of  the  Board  of 
Equalization,  you  still  were  active  in  the  presidential 
campaigns  of  the  Democratic  party.  Did  you  also  remain 
active  in  CDC? 

I  tried  to  remain  active  in  CDC.  I  even  was  credentials 
committee  chairman  at  one  of  the  meetings  in  Bakersfield.  I 
don't  remember  what  year,  but  it  would  have  been  in  1961, 
1962,  somewhere  along  in  there.  But  somewhere  along  the 
line,  the  CDC  just  seemed  to  go  off  the  reservation.  There 


129 


was  a  publisher  from  a  paper  down  in  San  Diego.  I  can’t 
remember  his  name,  but  he  was  a  very  nice  fellow,  actually. 
But  when  he  became  president  of  CDC,  I  don’t  know,  I  just 
stopped  being  very  active.  I  just  drop  in  on  the 
conventions,  that’s  all  anymore.  I  never  took  another  real 
heavy  role  in  it.  I  was  pretty  disillusioned  with  my  role  as 
credentials  chairman  in  the  convention  at  Bakersfield.  What 
happened  was  that  the  people  that  ran  the  CDC  at  that  time 
were  sort  of  the  directors,  and  they  were  elected  from 
districts.  What  they  wanted  to  do  was  have  a  very  complex 
system  of  choosing  delegates  so  that  they  would  get  the  guys 
they  wanted  in  who  would  reelect  them  as  directors.  Well, 
they  got  such  a  complicated  system.  I  said  it  just  wasn’t 
practical.  What  you  ended  up  with  was  the  clerks  at  the  desk 
were  going  to  become  the  credentials  committee  chairmen 
because  the  credentials  committee  simply  couldn’t  handle  the 
mass  of  specialized  detail.  They  wouldn’t  listen  to  it,  so 
that’s  exactly  what  happened.  Then,  the  director  would  then 
sign  something,  and  that  made  somebody  a  delegate.  Of 
course,  the  person,  in  effect,  was  signing  people  that  were 
going  to  vote  for  him,  and  the  organization  became  sort  of 
sterile  after  that.  It  hadn’t,  really,  made  the  adjustment 
from  being  the  party  of  the  "outs"  to  the  party  of  the  "ins,” 
and  that’s  a  problem.  And  we  still  have  the  problem  in 
California  that  when  you  have  the  party  of  the  "ins,"  the 
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incumbents  are  not  too  friendly  to  have  a  lot  of  vigorous 
party  activity  in  their  district  because  you  could  have 
people  who  might  run  against  you,  right?  So  there’s  a 
tendency  not  to  have  activity  in  incumbent  Democratic 
districts.  That’s  one  of  the  problems  right  now.  This  is 
the  problem  that  Jerry  Brown  faces  as  the  state  chairman  is 
that  he’s  being  put  in  by  the  Willie  Brown  people,  and  those 
are  the  very  people  that  don’t  want  any  action  in  the 
districts.  This  goes  to  the  point-  I’ll  raise  it  on  your 
time — is  that  Republicans  are  always  talking  about  ”We  get 
more  votes  for  congressmen  and  assembly  and  state  senate  than 
the  Democrats  do,  and  yet,  they  control  most  of  the  seats.” 
Well,  the  facts  are  that,  sure,  that’s  true.  But  the 
districts  are  divided  up  by  population,  not  by  voter.  In  the 
black  districts,  for  instance,  the  vote  will  be  like  20 
percent  of  what  it  is  over  here  in  Pasadena.  I  used  to  get 
more  votes  here  in  Pasadena  when  I  was  running  for  Board  of 
Equalization,  more  votes  than  I  would  get  in,  say,  that 
Teresa  Hughes  district.  Where  I’d  get  90  percent  of  the 
votes  in  Teresa  Hughes’s  district,  I  may  get  40  [percent],  50 
[percent] ,  51  [percent] ,  52  percent  over  here.  But  I  always 
got  more  votes  here  even  though  I  got  my  90  percent  down 
there.  And  that’s  the  problem  in  a  nutshell.  And  I  think 
that  the  [Michael  S.]  Dukakis  people  recognized  that  and 
started  to  do  something  about  it.  They  realized 
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they  were  losing  the  election  in  two  or  three  places,  one,  in 
the  downtown  areas.  When  he  [Los  Angeles  Mayor  Thomas  A.] 
Bradley  ran  for  governor  the  first  time,  he  lost  it  in  his 
own  area.  The  whole  election  was  lost  right  there.  Then, 
they  realized  they  had  to  do  a  little  better  in  the  suburbs 
and  in  the  farm  areas.  But  the  Dukakis  people  got  kind  of 
confused  in  the  end  and  didn’t  get  the  picture.  But  they  did 
more  work  at  the  grass  roots  level  than  prior  presidential 
campaigns  and  they  got  a  much  better  result.  They  came 
within  4  percent  of  winning  California. 

First  of  all,  a  personal  comment.  What  led  you  to  select  the 
State  Board  [of  Equalization]  as  the  office  to  run  for  in 
1958? 

The  company  I’d  been  with.  Marsh  and  McLennan,  merged  with  a 
local  broker  called  Cosgrove  and  Company  here  in  Los 
Angeles.  The  way  the  merger  worked  out  was,  Cosgrove’s 
office  in  San  Francisco  would  sort  of  merge  underneath  Marsh 
and  McLennan  there,  which  had  a  major  office  in  San 
Francisco.  And  the  Cosgrove  office,  which  was  bigger  than 
the  Marsh  and  McLennan  office  in  Los  Angeles,  the  Marsh  and 
McLennan  people  sort  of  went  underneath  the  Cosgrove  people. 
In  other  words,  the  Cosgrove  people  got  all  the  promotions, 
and  we  didn’t.  That’s  a  signal  in  the  corporate  world  to 
buzz  off.  So  this  merger  happened  about  1955,  1956,  as  I 


remember,  somewhere  along  in  there.  I  felt  that  Marsh  and 
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McLennan  had  treated  me  very  kindly  and  that  I  should  help 
them  do  the  mechanical  part  of  merging,  and  T  pretty  much 
finished  that  by  February  of  1958.  In  the  meantime,  my  wife 
and  T  had  started  looking  for  other  jobs  for  me,  and  we 
realized  that  because  I’d  been  active  in  the  Democratic 
party,  I  knew  how  to  get  nominated — endorsed  is  the  word  they 
used — for  a  public  office.  We  looked  around  at  different 
ones,  and  the  Board  of  Equalization  seemed  to  be  the  one  that 
I  could  get  in.  It  would  be  an  interesting  job.  I  did  a  lot 
of  spadework  on  finding  out  what  the  board  was  all  about  and 
decided  to  get  the  CDC  endorsement  for  that,  which  would  have 
been  in  January  of  1958  in  Fresno.  I  got  it  pretty  well 
lined  up  in  Fresno,  and  then  the  meeting  ran  out  of  time.  So 
we  had  to  come  to  Los  Angeles.  There  had  to  be  an  endorsing 
convention  for  Richard  Richards,  whose  district  included  L.A. 
County,  to  be  renominated  and  reelected  to  the  state  senate. 
So  what  the  CDC  did  was  have  an  endorsing  convention  for  [the 
member  of  the  Fourth  District]  State  Board  of  Equalization, 
which  included  eight  counties  of  southern  California,  and  the 
state  senate.  Of  course,  Richards  got  the  endorsement 
easily.  Mine  was  contested,  but  I  won  it.  Once  I  had  that, 
that  pretty  much  put  me  in  a  position  to  win  the  primary.  So 
you  can  say  that  my  job  problem  at  Marsh  and  McLennan  and  the 
fact  that  I  had  had  the  experience  and  knew  how  to  get  the 
endorsement  were  the  things  that  put  me  in  a  position  to 
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run.  This  was  an  office  that  I  felt  I  could  get  the 
endorsement  for.  I  don’t  think  I  could  have  gotten  the 
treasurer’s  job,  although  I  might  have  been  able  to  beat  out 
Bert  Betts  on  that.  But  I  decided  that  I  wouldn’t  go  that 
route. 

Had  you  known  any  Board  of  Equalization  staff  or  county 
assessors  before  you  ran? 

No,  I  never  met  any  of  them  before. 

Just  one  aside  that’s  very  relevant  to  today.  Did  the 
compensation  for  the  Board  of  Equalization  represent  a 
significant  dropdown,  or  was  it  comparable  to  what  you  had 
been  making  in  the  insurance  brokerage? 

I  was  making  $625  a  month,  which  worked  out  to,  what,  $7,500 
a  year?  The  board  paid,  I  believe,  $16,000,  so  I  got  a 
subs t ant ial  increase . 

So  in  those  days,  at  least,  public  employee  salaries  were 
quite  substantial. 

Don’t  forget,  I  was  going  from  a  relatively  low  position  at 
Marsh  and  McLennan  to  the  top  of  the  pile  in  a  state 
department.  So  that’s  what  happened  there. 

We  need  to  give  future  readers  of  this  interview  some  sense 
of  the  structure  and  functions  and  evolution  of  the  Board  of 
Equalization,  so  I’d  like  you  to  particularly  think  of  the 
period  before  you  actually  came  on  board,  before  1959,  and 
comment  on  some  of  these  aspects.  First  of  all,  the  general 
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structure.  Would  I  be  right  in  saying  that  the  pre-1959 
structure,  before  it  was  reorganized,  where  you  had  a 
Division  of  Highway  Tax  and  a  Division  of  Sales  Tax  or  a 
Division  of  Beverage  Tax  and  several  different  divisions, 
like  Assessment  Standards  and  Valuation  that  seemed  to 
revolve  around  the  property  tax,  that  that  sort  of  reflected 
the  way  board’s  duties  had  grown,  [that]  when  they  got  a  new 
tax,  they’d  make  a  division  to  handle  it? 

Let’s  just  go  back  to  the  twenties.  In  the  twenties,  when 
Dixwell  Pierce  became  the  executive  secretary  of  the  board — -I 
think  it  was  about  1926 — the  board  had  twenty  employees. 

They  were  administering  a  gross  receipts  tax  on  public 
utilities,  measured  by  their  total  sales,  whatever  it  was. 

It  was  some  Mickey  Mouse  rate.  They  had  a  gasoline  tax  that 
they  were  administering  that  was  on  the  major  oil  companies, 
[who]  were  the  principal  payers,  although  there  were  about 
100  other  companies  in  the  gasoline  business  at  that  time. 

So  the  department  was  very  small.  As  you  recall,  when  the 
Depression  came  along,  there  suddenly  became  a  great  shortage 
of  cash  in  government  in  California,  meaning  state  and  local 
government.  So  new  revenue  resources  had  to  be  developed. 

The  corporate  income  tax,  the  tax  that  we’re  familiar  with 
today,  had  been  finally  put  in  place  about  1930.  But  it 
wasn’t  a  big  enough  revenue  source  to  do  what  needed  being 
done.  So  the  Riley-Stewart  [tax]  plan  that  you  talked  about 
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came  in,  and  it  originally  had  an  income  tax  component.  But 
the  then  Governor  [Frank  F. ]  Merriam  vetoed  that  part  of  the 
program  and  took  the  sales  tax  part,^  so  that  got  you  the 
Sales  Tax  Division.  And  then  there  was  a  transportation  tax 
that  was  put  in  that  was  a  gross  receipts  tax  on  truckers, ^ 
That  tax  came  in  about  the  same  time  as  the  sales  tax.  Then, 
there  was  a  complementary  tax  on  diesel  fuel  that  was  put  in 
with  the  Gasoline  Tax  Division. ^  Diesel  fuel  had  not  been 
used  extensively  on  the  road  until  sometime  in  the  thirties. 
There  had  been  diesel  engines  in  the  ships  and  on  stationary 
bases,  but  I  don’t  believe  there  were  any  on  the  road  until 
basically  into  the  thirties  sometime.  There  were  a  lot  of 
other  little  Mickey  Mouse  taxes  that  just  didn’t  amount  to  a 
hill  of  beans.  There  would  sometimes  be  a  separate 
department  and  sometimes  not.  Now,  let’s  go  to  the 
organization  at  that  time.  Our  board  was  organized  the  way 
tax  commissions  were  organized  in  other  states.  In  other 


1.  The  Retail  Sales  Tax  Act  of  1933,  S.B.  1211,  1933  Reg.  Sess., 
Cal.  Stat.,  ch.  1020. 

2.  The  Motor  Vehicle  Transportation  License  Tax  Act,  S.B.  125, 
1933  Reg.  Sess.,  Cal.  Stat,,  ch.  339,  approved  in  1933  revised  earlier 
vehicle  license  taxes  by  charging  a  tax  equal  to  3  percent  of  gross 
receipts  on  all  operators  of  vehicles  transporting  persons  or  freight  for 
hire.  Popularly  known  as  the  "truck  tax,"  it  was  long  criticized  as 
inefficient  and  inequitable,  and  was  repealed  in  1973. 

3.  The  Use  Fuel  Tax  Act  of  1937,  A.B.  1907,  1937  Reg.  Sess.,  Cal. 
Stat.,  ch.  352. 
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words,  we  weren’t  the  first  state  with  a  sales  tax,  so  we  had 
tended  to  copy  the  successful  administering  of  the  sales  tax 
someplace  else  because  Dixwell  Pierce  knew  about  these 
because  he  knew  the  tax  administrators  in  other  states.  In 
fact,  shortly  after  the  sales  tax  was  started,  the  National 
Association  of  Tax  Administrators  was  started,  and  Dixwell 
was  a  founding  member.  The  purpose  of  that  organization  was 
to  share  ideas  and  problems  and  try  to  work  out  solutions. 

So  that’s  the  way  things  were  organized  in  that  day,  but  they 
were  organized  everyplace  like  that.  They  were  organized  by 
function  of  the  duty,  so  you’d  have  the  vertically  integrated 
organization  that  would  be  identical  to  the  one  next  door, 
and  that  was  the  way  things  were  done.  It  had  its  good 
points  and  its  bad  points. 

You’ve  got  to  remember  that  when  you  establish  a  tax, 
especially  in  those  days,  it  was  usually  subjected  to  intense 
attack  in  the  courts,  in  the  public  arena,  so  you  had  this 
feeling  that  you  had  to  develop  tremendous  expertise  in  order 
to  make  the  tax  stick.  You  couldn’t  just  put  the  tax  in  and 
think,  well,  gee,  you’re  going  to  collect  it.  You  had  to 
really  do  all  kinds  of  political  PR  and  everything  else.  You 
had  to  have  your  mechanics  in  line,  you  had  to  have  your 
legal  stuff  in  line,  because  you  were  going  to  hit  the  courts 
for  sure.  You  had  to  be  able  to  be  assured  that  the  tax  was 


going  to  stand  the  scrutiny  of  the  courts. 
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So  did  that  became  a  function  of  the  early  Board  of 
Equalization? 

Dixwell  was  a  very  sophisticated  lawyer  and  that  was  one  of 
his  major  roles  in  tax  administration  was  to  get  the  tax  laws 
drafted  and  administered  in  such  a  way  that  it  was  just 
attack-proof  in  the  courts.  Of  course,  the  sales  tax  was 
immediately  attacked  and,  in  a  series  of  decisions,  the  court 
upheld  it.  One  of  the  principal  attacks  was  on  the  fact  that 
you  can’t  get  an  exact.  ...  I  think  the  rate  was  3 
percent,  I’ve  forgotten  what  it  was. 

Two  and  a  half  at  first,  and  then  three  percent. 

Whatever  it  was,  you  can’t  get  an  exact  measure  of  that  tax 
on  [a]  low  amount,  of  sales  because  there’s  no  coin.  I  think 
it  was  something  like  De  Arian  v.  Acres. ^  The  issue  came, 
’’Can  the  state  impose  a  tax  where  the  taxpayer  can’t  pay  it 
in  an  exact  amount?’’  The  courts  said  it  shall  be  sustained 
that  the  state  has  done  the  best  it  can  to  organize  a 
repayment  schedule  and  that  will  sustain  the  tax.  Of  course, 
judges  tend  to  sustain  taxes  that  are  going  to  pay  their 
salaries,  so  you  can  say  that  that’s  how  it  got  sustained. 

But  the  courts  in  California — I  want  to  make  this  very 


1.  No  such  case  found  in  California  Appeals  or  Supreme  Court 
cases,  1933-37.  The  1933  Retail  Sales  Tax  Act  was  found  to  be 
constitutional  in  Roth  Drugs,  Inc.  v.  Johnson,  13  Cal.  App.  2d  720  (1936). 
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clear — have  generally  sustained  tax  administrators  if  they 
have  a  reasonable  scheme.  If  there’s  a  sound  legislative 
foundation  for  their  position  and  they  have  given  the 
taxpayer  all  the  benefits  of  doubts,  then  the  courts  tend  to 
support  the  tax,  and  that’s  been  true  ever  since  I  was  a  tax 
administrator  and  all  the  cases  I  know  about  going 
backwards.  The  one  that  didn’t  get  sustained  was  in  the 
corporate  income  tax  level.  That  was  just  before  I  was 
here.  Dixwell  was  the  one  that  devised  the  scheme  we  have 
today.  He  wrote  the  law,  period. 

Now,  the  property  tax  was  something  else  that  I  think  needs 
some  clarification,  because  way  back  in  the  nineteenth 
century,  that  had  been  pretty  much  the  tax  in  the  state. 
Right, 

And  then  around  1910,  it  became  completely  a  local  tax. 
Separated  sources,  right. 

Is  that  what  that  means,  that  certain  types  of  taxes  go 
totally  to  the  local  and  certain  other  taxes  go 
exclusively.  .  .  .  And  that  remained  a  dominant  thing  until 
about  1933? 

What  happened  was  that  the  utilities,  the  only  tax  they  paid 
was  this  gross  receipts  tax.  That  word  always  bothered  me; 
it  sounds  like  going  to  the  grocery  store  and  getting 
something  that  was  gross  space  receipts  tax.  Apparently,  the 


state  had  a  difficult  time  administering  that  tax  and  paying 
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the  money  back  to  local  government.  The  mechanisms  to  do 
that,  which  are,  of  course,  in  place  now  and  it’s  not 
considered  a  problem,  were  not  in  place  at  that  time.  So 
that  one  of  the  schemes  that  came  out  of  the  Riley-Stewart 
program  was  to  have  the  state  Board  of  Equalization  assess 
the  public  utilities,  and  that  was  part  of  the  constitutional 
amendments  that  went  along  with  the  Riley-Stewart  program. ^ 
Then,  the  value  that  they  put  on  a  roll,  the  tax  would  go  to 
local  government.  This  went  into  effect  in  1935.  The 
constitutional  amendments  were  passed  in  1933  but,  of  course, 
it  took  some  time  to  get  the  scheme  in  place,  and  that  was 
another  one  Dixwell  helped  organize  and  got  the  best  people 
he  could  to  set  that  department  up.  And  he  set  a  high 
standard  of  assessing,  which  we  have  retained  to  today.  But 
that  was  part  of  that  program,  and  that  got  the  board 
involved  in  property  taxes  again,  seriously.  At  the  same 
time,  the  legislature  became  aware  that  local  assessing 
needed  some  improvement,  and  so  this  Assessment  Standards 


1.  Part  of  the  Riley-Stewart  Tax  Plan  was  S.C.A.  30,  1933  Reg. 
Sess.,  Cal.  Stat. ,  ch.  63,  which  amended  sections  14,  15,  and  16  of  Act 
XIII  of  the  California  Constitution.  These  amendments  gave  the 
legislature  broad  powers  to  tax  "any  and  all  kinds  of  personal  property 
and  essentially  set  up  a  series  of  * in  lieu  of*  property  taxes  that  set 
up  much  of  the  modern  tax  structure  of  the  state."  California  Senate 
Interim  Committee  on  State  and  Local  Taxation,  A  Legal  History  of 
Property  Taxation  in  California  (Sacramento:  State  Senate,  1955),  p.  50; 
Constitution  of  the  State  of  California  Annotated,  Paul  Mason,  comp. 
(Sacramento:  State  Printing  Office,  1946). 
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Division  was  started.  Actually,  I  don’t  think  it  was  done 
until  after  the  war,  but  a  unit  like  it  was  in  place  in  the 
thirties.  Then  it  was  increased  in  the  forties,  especially 
after  World  War  II,  when  the  assessors  did  not  put  the  new 
values  on  the  roll  that  had  come  about  because  of  the 
inflation  of  land  value  that  occurred  right  after  World  War 
II.  The  school  people  were  complaining  that  here  we  were 
supposed  to  start  all  these  schools  and  educate  ji 11 ions  of 
kids  and  we  don’t  have  any  revenue  from  the  property  tax, 
which  is  about  60  [percent]  or  70  percent  of  our  revenue 
source.  It  just  wasn’t  delivering  what  it  could  or  should, 
so  the  legislature  put  the  heat  on  the  board,  the  board  got 
more  staff,  and  a  series  of  things  occurred  in  the  early 
fifties  to  increase  property  taxation  at  the  local  level.  I 
came  in  on  that  in  1959  and  carried  it  on. 

So  what  you’re  saying  is  that  the  state  Board  of 
Equalization,  from  the  Riley-Stewart  plan  in  1933  on, 
gradually  became  more  and  more  involved  with  property  tax. 
Yes,  it  did. 

There  are  some  other  things  that  I  think  it  would  be 
interesting  to  know  how  important  they  were  by  the  late 
fifties.  One  of  these,  I  notice,  in  the  late  nineteenth, 
early  twentieth  century,  railroad  property  assessment  seemed 
to  be  a  very  prominent  part  of  the  board’s  work.  I  hardly 
read  about  it  in  the  late  fifties  or  sixties.  Was  it  still 
important  when  you  came  on? 
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Yes,  it  is.  The  railroad  values  as  a  part  of  the  total 
assessment  roll  of  utilities  kept  dropping.  It’s  around, 
probably  today,  6  [percent]  or  7  percent  of  the  state  roll, 
as  we  call  that.  It  has  all  the  various  utility  prices  the 
board  assesses,  including  railroad.  Now,  railroads  have  been 
involved  in  an  extraordinary  amount  of  litigation  with  the 
board  that  started  about  five  or  six  years  ago,  and  they  got 
the  Four  R  Act  [Railroad  Revitalization  and  Regulatory  Reform 
Act  of  1976]  passed  in  Congress,  which  permitted  the  federal 
courts  to  become  involved  in  the  assessment  of  railroads  at 
the  state  level.  The  railroads  have  taken  advantage  of  that 
and  gotten  their  assessments  reduced  rather  substantially. 

But  in  California,  if  the  railroads  would  have  paid 
everything  that  we  would  have  assessed  them,  they  would  have 
paid  around  $20  million  a  year  in  property  taxes  after  the 
passage  of  Proposition  13  with  the  1  percent  rate.  They’re 
going  to  pay,  with  all  the  federal  adjustments,  between  $8 
[million]  and  $12  million,  which  is  roughly  what  a  major 
office  building  would  pay  in  property  taxes.  In  other  words, 
the  Bank  of  America  Building  probably  pays  about  the  same  as 
all  the  railroads  pay  in  California. 

And  that’s  kind  of  recent. 

That’s  a  very  recent  thing.  I  think  there’s  going  to  be  some 
PR  flak  out  of  that.  I  haven’t  seen  anybody  actually  do  it 
yet,  but  somewhere  along  the  line  the  cities  are  going  to 
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start  getting  rid  of  railroads  because  they’re  just  a 
detriment  to  cities.  There’s  no  taxes.  I  could  see  a  lot  of 
the  bright  planners  saying,  ’’Let’s  get  rid  of  these  guys. 

They ’ re  bummers . ” 

By  the  fifties,  railroad  property  assessment  was  part  of 
general  utility  property  assessment. 

Yes,  it’s  a  utility.  In  California,  it’s  regulated  to  some 
degree  by  the  Public  Utilities  Commission.  Not  very  much, 
but  some. 

That  brings  up  another  aspect  that  I  think  is  bound  to  be 
confusing  to  some  people:  utility  taxation  in  general.  Now, 

I  gather,  in  contrast  to  corporations,  what  the  Board  of 
Equalization  does  with  utilities  is  to  assess  the  value  of 
their  property  rather  than  their  annual  net  or  gross  earnings? 
That’s  right.  We  had  the  gross  receipts  tax  before  and  had 
difficulties  on  the  distribution  of  the  revenue,  which  became 
a  legislative  and  board  administrative  problem.  When  you 
assess  the  property  that  is  found,  the  market  value  of  the 
property  was  assessed  at  the  site  it’s  in.  That  is,  where 
that  property  is  actually  located.  You  didn’t  apportion  the 
whole  value  of  the  system  over  the  state  on  some  formula; 
wherever  it  was,  that  was  it.  That,  by  the  way,  has  been 
changed  somewhat  over  time.  I  believe  now  the  state  assessed 
property  is  assessed  over  the  whole  county.  But  that’s  a 
post-Proposition  13  gimmick,  and  you  have  to  think  deeply  to 
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get  to  why  that’s  not  an  illogical  thing  to  do.  But  anyway, 
that’s  the  way  it  is  now.  But  during  the  time  I  was  on  the 
board,  most  of  the  time  I  was  on  the  board,  if  you  valued  a 
steam  plant,  basically  the  county  or  the  school  district  that 
had  the  steam  plant  got  all  the  value  of  the  plant,  even 
though  the  product  of  the  plant  would  be  delivered  all  over 
the  place.  So  if  you  were  smart,  you  got  a  steam  plant  in 
your  district.  I  mean,  a  lot  of  people  did  that. 

How  did  you  figure  out  the  value  of  the  land  that  was  used 
for  steam  plants,  say,  in  comparison  to  the  rule  of  the 
highest  possible  use  effect  that  property  might  have  been  put 
to  that  was  common  in  other  property  tax? 

All  we  did  with  utility  property — and  they  still  do — is,  they 
find  the  value  of  the  land  that  the  utility  is  on.  Usually, 
utility  land  is,  in  most  places.  .  .  .  Like,  it’s  office 

buildings  and  stuff  like  that,  for  instance,  for  the 
telephone  company,  which  is  by  far  the  biggest  utility  in 
California,  about  twice  as  big  as  the  Bank  of  America.  Most 
of  the  property  is  like  what  other  people’s  property  is 
like.  I  mean,  it’s  an  office  building,  it’s  land,  it’s 
parking,  all  kinds  of  stuff.  So  you  use  the  comparable  value 
of  other  office  space  around,  and  that  becomes  one  of  the 
components  of  the  value  that’s  put  on  the  roll.  Then  we 


value  the  whole  system  and  then  deduct  from  that  system  the 
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land  value,  which  will  be  put  on  the  roll  just  the  way  local 
assessors  enroll  business  property. 

[End  Tape  3,  Side  A] 

[Begin  Tape  3,  Side  B] 

NEVINS:  Let’s  make  sure  that  this  gets  on  the  tape,  that  the 

apportionment  is  done  on  a  replacement  cost,  less 
depreciation  and  all  that,  and  a  formulaic  apportionment  of 
the  value  of  the  utility  statewide  is  then  taken  down.  The 
land  value  goes  on  at  whatever  the  land  value  is.  Now,  on 
railroads,  the  land  value,  of  course,  is  more  than  the  value 
of  the  railroad,  so  that  what  you  have  to  do  is  factor  the 
value  of  the  land  down  in  order  to  show  some  value  for  rails 
and  all  the  other  [things],  cars  and  locomotives  and  that 
kind  of  stuff.  This  is  one  of  the  problems  with  rail 
valuation  is  that  the  scrap  value  of  railroads  vastly  exceeds 
their  going  concern  values.  This  is  why  these  people  are 
buying  the  railroads:  they  recognize  that  and  they’re  going 
to  realize  the  value  of  the  scrap — in  other  words,  the  land. 

de  GRAAF:  In  time  it  may  be  covered  here,  but  I  need  an  explanation. 

In  the  utility  tax  appraisal,  there  is  a  differentiation 
between  unitary  and  nonunitary  property.  What  do  they  mean 
by  that? 

NEVINS:  Nonunitary  property  is  property  that’s  owned  by  a  utility  and 

it’s  not  used  in  their  utility  business,  Edison  Company  owns 
a  considerable  amount  of  land  which  they  intend  to  put  in 
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their  utility  business,  and  they  have  a  separate  company  that 
holds  that.  The  Southern  Pacific  has  a  lot  of  property  that 
was  railroad  property  [that]  is  not  being  used  now  in  the 
railroad  property,  so  we  put  that  on  a  nonunitary  basis  and 
we  value  that  at  market  value.  It  gets  reappraised  every  two 
or  three  years,  which  they  object  to,  but  the  courts  have^ 
upheld  our  doing  that,  although  they  all  screamed  and 
hollered.  They  said,  "Well,  Proposition  13  took  over,"  and 
the  court  said,  "No,  it  didn’t."  The  authors  of  Proposition 
13  specifically  left  out  utility  property;  they  use  property 
assessed  by  county  assessors.  And  that  took  care  of  that 
issue. 

Good,  that  clarifies  that.  Now,  that  brings  up  another 
interesting  point  that  might  be  confusing  because  one  annual 
report  startled  me  until  I  read  it  carefully.  I  think  it  was 
the  19591960  one  that  said  that  utilities  owned  over 
one-half  of  all  state-assessed  land  in  California.  But  that, 
of  course,  is  excluding  all  of  the  land  county  assessors 
assess . 

That  annual  [report]  would  have  been  written  by  Dixwell 
Pierce,  and  I  ask  you  to  go  and  read  that  over  again,  because 
that  doesn’t  make  sense,  what  you  just  told  me. 

Utilities  would  have  owned  over  half  of  the  state-assessed 
land  in  California? 


NEVINS: 


They  own  it  all.  I  mean,  state-assessed  land  is,  by 
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definition,  utility  land.  The  constitution  describes  the 
utilities  that  will  be  assessed  by  the  Board  of 
Equalization.  It  doesn’t  include  airlines,  for  instance,  so 
they’re  not  assessed  by  the  board.  But  it  does  [assess] 
telephone  and  telegraph  companies  and  electric  power 
companies  and  railroads:  those  are  the  principal  ones  that 
we  assess.  It  also  has  oil  pipelines  and  it  goes  on  to  talk 
about  intercounty  pipelines,  so  that  they  are  involved  in 
this. 

But  there  would  be  no  type  of  state-assessed  land  other  than 
utilities  as  of  1959-1960? 

Not  that  I  know  of.  Remember,  Dixwell  Pierce  reviewed  every 
word  in  that.  There’s  no  error  there;  I  think  you  have  an 
error  in  interpretation. 

Could  be.  Another  tax  that  sometimes  has  had  its  own  issues 
has  been  the  motor  vehicle  tax,  the  gasoline  tax  that  dates 
back  to  the  early  twenties.  What  I’d  like  to  know  is,  up  to 
1959 — we’ll  deal  with  post- 1959  later — do  you  recall  that 
there  had  been  any  efforts  to  switch  that  from  a  tax  whose 
revenues  were  earmarked  for  highway  maintenance  and 
development  to  the  general  fund? 

There  were  a  lot  of  intellectual  conversations  but  I  don’t 
believe  any  real  legislative  effort  ever  occurred  that 
amounted  to  anything.  There  were  no  bills  to  do  it.  But  the 
tax  at  that  time  was  very  productive.  The  gallons  per  mile 


was  declining.  In  other  words,  you  used  to  get  maybe  twenty 


miles  per  gallon,  then  cars  were  coming  out  and  getting  ten 
miles  a  gallon.  So  the  gasoline  tax  was  growing  very  rapidly 
in  the  forties  and  fifties.  I  mean,  in  the  late;  forties, 
after  World  War  II.  It  was  terribly  productive  and  easy  to 
collect.  People  wrote  articles  in  the  newspaper  but  I  don’t 
recall  any  legislative  effort  of  any  consequence, 
de  GRAAF:  One  other  thing  that  seems  to  be  a  perennial  issue.  Way  back 

in  1929,  there  was  established  a  state  franchise  [tax] 
commission  [that]  later  became  state  Franchise  Tax  Board. ^ 

At  that  time,  I  gather  from  some  early  history,  there  was 
talk  of  either  getting  rid  of  the  Board  of  Equalization  or 
wrapping  the  Franchise  Tax  Commission  and  the  board  into  one 
Department  of  Revenue.  One  passage  I  read  said  that  was  the 
first  of  about  forty  times  that  that  idea  would  be  raised  up 
to  1979. 


1.  The  Franchise  Tax  Commission  was  created  in  1929  under  the  Bank 
and  Corporation  Franchise  Tax  Act  of  that  year,  S.B.  509,  1929  Reg. 

Sess. ,  Cal.  Stat. ,  ch.  13.  The  enactment  of  Sec.  16,  Art.  XIII  of  the 
California  Constitution  in  November  1928  had  legalized  state  taxes  on  the 
net  income  of  banks  and  corporations,  and  the  1929  statute  implemented 
this  amendment.  Thus  began  a  policy  of  dividing  state  tax  administration 
between  a  Franchise  Tax  Commission  and  the  Board  of  Equalization.  This 
division  became  more  equal  with  the  enactment  of  a  state  personal  income 
tax,  A.B.  1182,  1935  Reg.  Sess.,  Cal.  Stat.,  ch.  329,  and  a  corporate 
income  tax,  A.B.  1243,  1937  Reg.  Sess.,  Cal.  Stat.,  ch.  765,  both  of 
which  were  placed  under  the  Franchise  Tax  Commission.  In  1949,  the 
legislature  abolished  the  civil  service  position  of  the  Franchise  Tax 
Commission  and  replaced  it  with  a  Franchise  Tax  Board  composed  of  the 
controller,  Director  of  Finance,  and  chairman  of  the  State  Board  of 
Equalization. 
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That’s  correct.  The  originaconcept  of  the  franchise  tax 
commission  was  to  be  the  forerunner  of  a  single  revenue 
department  and  to  get  rid  of  the  Board  of  Equalization, 
period.  No  question  about  that.  It  didn’t  do  that. 

A  sidelight.  Did  most  other  states  have  that  sort  of  setup, 
a  tax  commission  which  was  in  lieu  of  the  Board  of 
Equalization? 

There  are  only,  I  believe,  one  or  two  other  states  that  have 
elected  tax  officials  of  any  consequence.  I  believe  North 
Dakota  has  a  state  elected  tax  commissioner;  he’s  now  a 
United  States  senator.  Kefauver  was  an  elected  tax 
commissioner.  Maryland  has  an  elected  controller  who  is,  in 
effect,  the  tax  collector  for  the  state.  The  man  has  had  the 
job  for  thirty  years  now  and  always  goes  to  the  Democratic 
National  Convention.  He’s  the  oldest  delegate  now.  He’s 
been  to  the  most  conventions,  even  more  than  the  secretary 
has.  But  most  states  have  a  department  with  a  gubernatorial 
appointment,  and  that  is  the  typical  thing.  It’s  either 
called  tax  commissioner  or  revenue  department  or  department 
head  or  something  like  that.  I  would  say,  of  the  fifty 
states,  probably  forty- five,  forty-six  have  some  organization 
that  is  like  that,  and  elected  people  are  pretty  scarce. 

Are  there  very  many  other  states  which  pretty  much  divide 
their  tax  administration  in  half,  part  of  it  to  a  group  like 
the  California  [Franchise]  Tax  Board  and  part  of  it  to  the 


Board  of  Equalization? 
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I’d  say  that  today  maybe  only  three  or  four  states  do  that, 
I’d  say  that  most  states  have  a  single  department  of  revenue 
that  administers  all  the  taxes,  including  property  taxes, 
whatever  state  role  there  is  in  property  taxes.  That’s 
certainly  true  in  the  states  around  us:  Nevada,  Oregon, 
Washington,  Idaho,  I  don’t  know  too  much  about  Montana. 
There’s  a  little  division  in  Colorado  but  not  much.  Arizona 
has  a  tax  commission;  [so  does]  New  Mexico,  Texas  has  an 
elected  controller.  They  don’t  have  an  income  tax  but  he 
administers  just  about  all  the  taxes  that  they  have  in  Texas. 
Now,  is  this  rather  unique  situation  of  California’s  equally 
true  in  the  other  fifty?  Do  very  few  other  states  have  two 
different  top  boards? 

In  some  states,  the  gasoline  tax  is  administered  by  the  motor 
vehicle  department,  and  this  has  caused  us  some  difficulty 
at  the  National  Association  of  Tax  Administrators.  We’ve 
always  had  to  have  a  separate  unit  dealing  with  motor  vehicle 
taxes  because  we  weren’t  dealing  with  tax  commissions,  we 
were  dealing  with  the  motor  vehicle  department.  But  I  would 
say  that,  beginning  in  the  sixties,  certainly  the 
consolidation  was  pretty  much  uniform  throughout  the  United 
States . 

That  being  the  case,  how  do  you  account  for  the  failure  of 
California  to  make  such  a  consolidation  into  one  department 


of  revenue. 
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NEVINS:  Remember  that  we  had  that  great  legislator  named  Caspar 

Weinberger,  and  he  was  a  very  bright,  capable  young  man,  and 
he  got  going  with  the  need  for  a  department  of  revenue,  a 
report  that  I’m  sure  is  in  your  library  someplace. 

de  GRAAF:  Was  this  in  the  sixties? 

NEVINS:  This  was  in  the  late  fifties.  He  ran  for  attorney  general  in 

1958  and  was  defeated  in  the  Republican  primary.  But  he 
headed  up  a  legislative  effort  to  create  a  department  of 
revenue  and  published  a  well-written  report,  the  last  really 
well-written  report,  by  the  way.-*-  What  happens  here  is  that 
in  order  to  wipe  out  a  department  like  the  Board  of 
Equalization,  you’ve  got  to  do  two  things:  you’ve  got  to, 
one,  show  there’s  a  scandal;  and,  second,  you’ve  got  to  show 
that  there  was  a  serious  waste  of  public  resources.  There 
was  a  scandal  in  the  Board  of  Equalization  in  the  fifties, 
but  it  was  difficult  to  show  that  it  was  a  waste  of  public 
resources.  But  one  result  that  came  out  of  the  need  for  the 
department  of  revenue  was  an  internal  reorganization  by  the 
board  that  was  completed  by  the  new  board  members  in  1959 
based  on  the  work  that  had  been  done  in  1957  and  1958.  So 


1.  ”The  Need  for  a  Department  of  Revenue  in  California,”  Report 
of  the  Subcommittee  on  Governmental  Organization,  Caspar  W.  Weinberger, 
chairman.  Assembly  Interim  Reports  1953-1955,  Vol .  12,  No.  1  (February 
8,  1955).  Ed.  Note:  Weinberger  has  reaffirmed  his  position  on  a 
Department  of  Revenue  since  the  1950s.  See,  for  example,  his  comments  in 
the  Final  Report  of  the  Commission  on  Government  Reform  (January  1979) , 
Appendix  C. 
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one  of  the  things  we  did  is,  we  just  carried  through  the 
reorganization.  This  muted  the  criticism.  First,  it  said 
that  we  could  do  the  work  ourselves  and,  secondly,  the 
savings  that  were  going  to  come  out  just  sort  of  began  to 
evaporate.  Basically,  California’s  cost  per  $100  of  revenue 
or  any  of  the  other  measures  you  want  to  use  are  very  good. 

I  mean,  we  are  very  effective  tax  administrators  and 
administrators  generally.  We  lead  the  country,  on  a  quality 
basis,  on  just  about  every  tax  we  have.  Other  states  copy 
us,  that’s  what  happens.  It’s  sort  of  embarrassing  to  go  to 
meetings  where  we’re  talking  about  the  mechanics  of  tax 
administration  and  have  these  guys  talk  about  this  new  thing 
they’re  doing  that  we’ve  been  doing  for  ten  years.  But  I’ll 
say  this,  that  tax  administration  in  the  United  States  has 
improved  drastically  in  the  last  ten  years,  drastically. 

Every  state  now  has  effective  audit  programs,  effective  ways 
to  audit  companies  that  are  doing  business  within  and  without 
the  state,  have  good  ways  to  put  liens  on  taxpayers.  Like, 
Massachusetts  used  to  have  a  miserable  tax  system,  and  this 
fellow  that  ran  for  president  on  the  Democratic  ticket 
[Michael  S.  Dukakis],  one  of  the  things  he  takes  credit  for 
is  improving  his  state  tax  [system] .  He  brought  it  up  to 
about  where  we  were  ten  years  ago,  somewhere  along  in  there. 
Now,  to  conclude  this  review  of  the  board  before  you  went  on, 
some  comments  on  prominent  board  members.  You’ve  already 
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said  some  things  about  Dixwell  Pierce,  who  was  the  executive 
secretary  from  1926  to  1963.  First,  I  think  we’d  like  to 
know  what  exactly  is  the  function  of  the  executive  secretary 
of  the  Board  of  Equalization? 

He  is  the  director  of  the  department  in  the  way  that  any 
department  has  a  director  in  the  state  service,  and  you’ll 
find  all  departments  are  pretty  much  organized  the  same  way. 
There’s  usually  some  board  or  somebody  that  is  an  advisory 
function  or  the  governor  has  a  cabinet  secretary  or  any 
gimmick  you  want  to  have.  There’s  somebody  in  the  department 
that  signs  all  the  employment  checks  and  is  in  charge,  and 
when  you  want  something  to  happen,  you  call  him  up  and  say, 
”Do  it.”  When  the  new  legislation  comes  in,  he’s  the  one 
that’s  responsible  for  getting  it  budgeted  and  getting  it  in 
place  and  getting  it  done.  When  the  legislators  want 
somebody  to  say,  ”You  didn’t  do  it,”  they  don’t  call  the 
elected  board  members.  They  call  on  this  director  and  say, 
”Why  didn’t  you  do  it?  We  gave  you  the  resources,  why  didn’t 
you  do  it?”  He’s  the  one  that  prepares  the  budget,  does  all 
the  other  stuff,  and  carries  the  day-to-day  activity  of  the 
state  department  and  keeps  it  going.  That’s  the  role  the 
executive  director  plays.  That’s  what  the  person  is  called 
now.  She  is  a  woman,  and  she  found  that  executive  secretary 
was  not  the  right  title  for  a  woman,  so  she  now  calls 
herself,  she  can  have  a  working  title  of,  executive  director. 
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That’s  just  happened  in  the  last  couple  of  years,  hasn’t  it? 
Yes,  since  Cindy  Rambo  was  appointed.  So  that  took  care  of 
that. 

I’ve  heard  Pierce  referred  to  as  the  "Father  of  Modern 
California  Tax  Legislation."  Think  that’s  a  fair  .  .  . 

That’s  a  fair  and  honest  assessment  of  the  man,  really. 

You  mentioned  earlier  he  was  first  to  propose  an  income  tax 
in  the  state? 

He  was  one  of  the  people  who  helped  draft  this  Riley-Stewart 
program.  Fred  Stewart  was  a  member  of  the  Board  of 
Equalization  from  Oakland,  and  Fred  was  a  powerful 
politician.  He  knew  how  to  get  things  done  on  the 
legislative  and  gubernatorial  scene.  Ray  Riley  was  the  state 
controller  and  he  wanted  to  become  governor  or  something, 

God,  one  of  those  guys. 

Was  he  a  Republican? 

They  were  both  Republicans,  So  the  two  of  them  worked 
together  to  get  this  program  going  because,  obviously,  it 
promoted  them.  Dixwell  was  the  one  that  did  the  mechanical, 
background  work  to  make  it  go.  It  got  named  after  them  but 
he  did  the  work.  He  and  a  bunch  of  other  bright  lawyers  in 
the  Sacramento  area  put  this  thing  together.  It  had  the 
income  tax  component.  The  income  tax  was  passed,  as  you 
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know,  about  1935,  in  a  slightly  amended  form,  and  the 
governor  signed  it.^ 

So  he  was  the  father,  then,  of  sales  tax,  income  tax? 
Corporate  income  tax.  Property  tax,  the  kind  of  property 
taxes  we  have  now  in  California. 

The  department  grew  in  staff  greatly  during  the  .  .  . 

There  were  22  people  to  2,000  in  one  day. 

In  one  day? 

In  one  day. 

When  did  that  happen? 

It  happened  the  day  after  the  bill  was  passed.  Each 
legislator  that  voted  for  the  bill  got  the  right  to  give  the 
names  of  something  like  6  people.  Those  who  voted  for  the 
bill  got  to  make  appointments  to  the  board,  and  Fred  Stewart 
took  care  of  that. 

You  mean  taking  on  sales  tax  and  so  forth  required  that  much 
more  staff? 

Yes.  We  only  had  22  people. 

From  22  to  2,000,  that’s  quite  a  jump. 

Right,  it  is.  What  they  did  is,  the  legislature  went  out  of 
session,  so  they  took  the  assembly  chamber  and  used  it  as  a 
judicial  office,  and  they  used  the  waste  baskets  as  a  filing 


1.  Personal  Income  tax  Act  of  1935,  A.B.  1182,  1935  Reg.  Sess., 
Cal.  Stat.,  ch.  329. 
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system.  What  they  did  is,  they  went  out  to  all  the  chambers 
of  commerce  in  California  and  asked  them  to  help  get  permits 
to  all  the  businesses  in  their  area.  We  started  working  with 
businesses  right  off,  the  California  Retailers  Association 
and  all  the  other  business  groups  worked  with  the  board  to 
locate  their  members  and  all  the  other  people,  and  people 
drove  up  and  down  the  state  going  to  the  different  chambers 
of  commerce  getting  the  permits  and  issuing  them  to  the 
people  in  business.  So  then  they  brought  them  back  to 
Sacramento  with  a  dollar.  It  cost  a  dollar  to  get  a  permit 
in  those  days,  and  they  had  wastebaskets  full  of  dollar 
bills.  Anyway,  they  got  the  system  going.  It  was  a  manual 
system.  I  don’t  remember  how  many  permits  they  had.  They 
probably  had  60,000,  70,000,  something  like  that,  maybe  more, 
I  don’t  know.  The  state  had  about  3  million,  4  million 
people  in  those  days. 

Come  to  think  of  it,  I  guess  getting  a  sales  tax  system  going 
is  not  something  you  do  overnight,  is  it? 

They  did  it  very  rapidly.  The  way  they  did  it  was,  they 
worked  with  people,  and  that  became  the  policy  of  the  board 
after  that  and  has  been  followed  today.  You  work  with  the 
businesses;  you  don’t  just  take  them  head  on.  So  we  have 
some  kind  of  relationship  with  every  kind  of  business  you 
ever  heard  of  in  California. 
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some  of  that  1933  legislation  is  Roger  Traynor,  who  later 
became  chief  justice  of  the  [California]  Supreme  Court.  Did 
you  ever  work  with  him  or  know  of  him? 

I  met  him  once.  My  understanding  of  what  happened  was  that 
Dixwell  Pierce,  after  he  had  drafted  the  legislation,  needed 
somebody  to  draft  regulations,  so  he  hired  Roger  Traynor  as  a 
consultant  to  the  board.  Roger,  at  that  time,  was  a 
professor  of  law  at  Boalt  Hall  in  Berkeley,  and  he  used  to 
come  up  two  or  three  days  a  week  to  work  on  these 
regulations.  He  had  a  couple  of  other  people  who  worked  with 
him;  there  were  about  three  other  fellows  that  worked  on 
these  regulations.  They,  about  1935,  got  most  of  them 
drafted.  So  Traynor,  of  course,  knew  a  lot  about  state  and 
local  taxation  from  that,  so  when  he  was  on  the  supreme 
court,  I  used  to  accuse  Dixwell  of  calling  him  up  and  telling 
him  how  to  write  the  decisions.  Dixwell  just  smiled  wisely; 
he  never  said  he  didn’t  do  it. 

Do  you  recall  that  Traynor  was  particularly  active  as  a 
supreme  court  justice  in  tax  cases? 

Yes,  he  was.  We  usually  have  about  one  big  case  every  two 
years  and,  as  I  recall,  he  wrote  two  or  three  of  them  and 
sustained  the  board  pretty  much  every  time. 

Are  there  any  other  figures  from  the  period  before  you  came 
on  the  board  that  you  think  merit  mention  as  having  shaped 
California’s  tax  policy? 
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Offhand,  I  really  don’t  know.  There  were  all  these 
commissions ,  and  somehow  they  never  seemed  to  have  a  lot  of 
effect  on  what  actually  happened.  They  usually  were  a 
symptom  that  showed  that  something  was  wrong,  that  something 
needed  attention.  But  most  of  them  never  really  got  down 
into  the  bill  drafting  and  really  getting  something  practical 
done,  unless  the  governor  wanted  something  done.  Usually, 
when  the  governor  wanted  something  done,  why,  that’s  where 
Dixwell  came  in.  The  governor  would  get  Dixwell  and  say,  "I 
want  a  sales  tax  law."  The  governors  in  those  days  played 
much  more  of  a  role  in  legislation  than  [Governor  George] 
Deukmejian  does  today.  The  bills  in  those  days  were  written 
by  two  group:  either  the  governor  or  the  lobbyists  wrote  the 
bills.  Legislators  themselves  didn’t  write  bills. 

Is  this  true  of  governors  like  Merriam? 

Yes.  All  the  governors  wrote  the  legislation.  There  was  no 
such  thing  as  legislation  written  by  legislators  in  those 
days. 

Of  course,  legislators  were  part-time. 

They  were  part-time;  they  had  virtually  no  staff.  Unless  a 
legislator  himself  was  a  very  good  lawyer,  chances  are  he 
couldn’t  get  a  bill  written.  He  could  use  the  Legislative 
Counsel  Bureau,  but  that  was  quite  a  small  operation  in  those 
days.  Most  bills  were  written  by  the  governors.  The  big 
legislation  was  always  by  the  governor.  So  Dixwell,  in 
effect,  was  the  governor’s  man,  on  that  stuff. 
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That  adds  to  his  importance,  doesn’t  it? 

Oh  yes. 

Now,  has  such  a  significant  role  been  as  true  of  his 
successors  [Herbert  F. ]  Freeman,  [William  W. ]  Dunlop,  or 
[Douglas  D.]  Bell? 

No,  they  never  played  that  role.  By  the  time  they  came  in 
power,  the  Unruh  type  reforms  were  underway  and  the 
legislature  started  having  its  own  capability.  A  governor’s 
role  was  diminished  somewhat  in  law  writing,  and  the 
legislature  started  having  hearings  and  writing  their  own 
bills,  and  that’s  a  big  change. 

So  therefore  it’s  actually  quite  symptomatic  of  where  tax 
legislation  lay  to  talk  about  a  Riley-Stewart  plan  in  1933 
but  an  Unruh" [Nicholas  C.]  Petris  Bill  in  1965. 

You  got  it. 

It’s  an  interesting  change.  One  other  way  of  describing  the 
board  historically  from  one  of  your  annual  reports  was  to 
categorize  its  functions.  This  is  a  categorization  which  was 
done  around  the  early  seventies.  What  I’d  like  to  know  is 
whether  it  was  valid  of  the  earlier  board  when  you  came  on. 
The  first  category  is  that  it  was  an  administrative  body.  It 
developed,  for  instance,  capitalization  rates.  Was  that  for 
the  business  tax? 

Capitalization  rates  were  developed  for  valuing  the 


utilities.  Basically,  the  cash  flow  of  the  utilities  is 
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capitalized  to  get  a  market  value.  That’s  one  of  the 
legitimate  ways  to  value  any  business. 

This  was  basically  an  administrative  function,  would  you  say? 
Yes. 

Is  it  staffed  pretty  much  .  .  . 

The  staff  [of  BOE]  did  that.  They  gathered  the  information 
to  do  that.  They  got  all  the  financial  publications  and 
worked  on  companies  of  this  size  and  other  utilities  around 
the  country  and  so  on  and  came  up  with  the  capitalization 
rates. 

Did  board  members  have  any  function  in  that?  Did  they  review 
the  rates  that  the  staff  drew  up? 

The  board  members — and  that’s  one  of  the  issues  today  in 
Sacramento — tended  to  change  the  end  result  or  weight  the 
values  differently  than  the  staff  did.  In  other  words,  the 
staff  would  give  you  three  or  four  different  values  and  then 
they  would  recommend  an  assessed  value,  and  the  board  might 
use  a  different  weighting  and  get  a  different  result. 

Was  this  in  part  because  the  board  was  in  a  position  to  take 
into  account  some  of  the  broader  effects  besides  taxation 
itself  that  these  capitalization  rates  might  have? 

That’s  the  position  the  board  members  take  today.  Going  back 
to  1957,  1958,  before  I  came  on  the  board,  there  had  been  a 
study  of  the  board’s  assessment  procedures.  I’ll  try  to 
recall  the  name  of  the;  thing;  it  was  named  after  a  legislator 
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[Coolidge  Committee  Report].  Some  people  who  had  studied 
this  problem  throughout  the  country  looked  at  California  and 
felt  that  we  had  a  basically  sound  system  and  recommended 
that  the  board  give  equal  weight  to  capitalized  income,  to 
the  replacement  less  depreciation  costs — the  values  for  rate 
making  purposes — and  the  stock  and  debt  values .  The  theory 
behind  that  was  the  stock  and  debt  would  be  most  influenced 
by  what  the  money  markets  are  doing.  The  capitalized  income 
would  be  a  steadier  value  that  wouldn’t  wander  all  over  the 
place.  But  the  rate  base  was  very  important  because, 
basically,  if  the  Public  Utilities  Commission  was  doing  its 
job,  the  capitalized  income  and  the  rate  base  value  should  be 
identical.  In  the  early  days  of  valuing  utilities — for  me, 
that  was  1959,  1960  up  to  about  the  seventies — the  three 
values  used  to  be  very  close,  maybe  within  3  [percent]  or  4 
percent  of  each  other.  So  if  you  just  averaged,  you  usually 
came  out  with  a  pretty  good  value.  Then,  as  inflation  came 
in,  the  stock  and  debt  value  tended  to  be  very  low.  The 
stock  market  felt  the  companies  weren’t  getting  a  proper 
return  on  their  investments,  so  they  just  wrote  them  off.  So 
the  capitalized  income  tended  to  be  the  higher  value,  and 
that  was  the  one  the  staff  recommended,  and  that’s  the  one 
that  Bennett  got  so  much  involved  in.  I  don’t  know  how  much 
of  this  you’ve  gotten  into  but  Bennett  always  was  trying  to 
get  the  highest  value.  He  felt  that  utilities  were  ogres  and 
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the  way  to  punish  them  was  to  tax  them.  I’m  in  the  middle, 
between  the  Bennett  "ogre  concept"  and  the  [Paul]  Carpenter 
concept  that  utilities  are  just  a  conduit  for  the  taxes  that 
are  collected  locally  and  they  put  them  out  on  their 
ratepayers,  and  therefore  the  ratepayers  are  paying  the  high 
taxes  and  I  don’t  want  to  be  associated  with  high  rates,  so 
there  you  are. 

That’s  an  interesting  point  because  as  this  interview  goes 
on,  I  want  to  get  into  some  of  the  deeper  thinking  and 
politics  behind  what  might  seem  to  be  purely  dry 
adminstrative  things.  The  second  categorical  function  is 
that  you  were  a  qiiasi-legislative  body,  particularly  in  the 
rules  you  adopted  to  guide  business  and  local  government.  I 
picked  up  a  few  of  these  rules  that  seem  rather  interesting. 

I  wonder  if  you  could  comment  on  them.  One  was  a  motion 
picture  rule. 

Let’s  divide  the  administrative  powers  of  the  board  between 
the  property  tax,  which  is  a  constitutional  function,  and  the 
sales  tax,  which  is  a  statutory  function.  When  I  started  out 
on  the  board,  the  legislature  was  not  very  active  in  passing 
interpretive  legislation.  They  passed  some,  but  the  volume 
of  legislation  that  we  have  today  wasn’t  present  then.  So 
what  you  did  by  rule  making  was  you  tried  to  fill  in  the  gaps 
so  that  you  could  explain  to  a  taxpayer  what  his  obligations 
were.  What  you  were  taking  was  administrative  practice, 
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court  decisions,  whatever  statutory  stuff  there  was  and  maybe 
whatever  intellectual  stuff  there  was  out  there  someplace, 
and  combine  them  into  a  statement  that  told  the  taxpayer, 
"This  is  how  you  do  it."  That’s  basically  what  a  rule  is. 

So  that  when  you  go  to  an  assessment  appeals  board  in  the 
property  tax  field,  you  can  quote  board  rules:  "So~and-So 
says  you  do  so-and-so."  The  assessors  are  supposed  to  do 
that;  taxpayers  are  supposed  to  do  that;  [the]  board’s 
supposed  to  do  that.  The  legislature  has  not  played  as  great 
a  role  in  property  tax  interpretation  as  they  have  in 
others.  They  have  the  absolute  right  to  do  anything  with 
personal  property  because  the  constitution  gives  the 
legislature  that  power,  but  they  don’t  have  any  in  real 
property,  which  is  land  and  buildings.  They  can  put  some 
stuff  in,  but,  basically,  that’s  where  this  quasi- legislature 
stuff  comes  from  is  the  board  operating  in  the  property  tax 
area  where  the  legislature  doesn’t  have  the  power  because  the 
Constitution  didn’t  give  them  the  power.  On  the  statutory 
taxes,  the  legislature  has  the  absolute  right — I  underline 
the  word — to  tax  personal  property  any  way  they  want .  This 
really  derives  from  George  III,  and  don’t  let  anybody  kid  you 
about  it.  It’s  in  the  Constitution,  written  in  easy  to 
understand  English,  that  they  have  the  absolute  right  to  do 
it.  Maybe  it  takes  a  two- thirds  vote,  and  there’s  a  bunch  of 
junk  with  [Paul]  Gann  limitations,  but  the  absolute  power  is 
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there,  and  that’s  it.  You  get  the  tax  protesters  going,  and 
they  have  no  intellectual  standing  because  it  just  says  so. 

If  it  didn’t  say  so,  because  of  the  Tenth  Amendment  to  the 
Constitution  you  get  the  absolute  right  because  everything 
that’s  not  provided  for  in  the  Constitution  of  the  United 
States  is  given  to  the  states,  right?  This  is  a  power  that 
came  from  the  colonial  governors;  therefore,  they  have  that 
power . 

These  rules,  are  they  somewhat  akin  to  things  you  would  find 
in  the  Federal  Register,  the  Code  of  Federal  Regulations  at 
the  national  level? 

Yes,  they  are. 

Except  that  California  doesn’t  have  one  combined  set  of 
regulations  like  that,  does  it? 

No.  It  does  have  what  amounts  to  that  now,  a  confusing  sort 
of  form  that  we  have  to.  .  .  .  We  are  assigned  numbers  and 
we  make  our  amendments  in  a  scheme  that’s  put  out  by  the  OAL, 
Office  of  Administrative  Law.  So  that  you  find  them  in 
whatever  their  scheme  is,  and  ours,  you  notice,  have  certain 
numbers,  6,000  and  all  that  stuff.  But  they’re  not  that  same 
as  the  federal  IRS  where  the  regulation  numbers  correspond 
with  the  statutory  numbers.  That’s  the  difference.  That 
makes  it  easier  to  handle  the  federal  because  you  can  look  at 
the  statute  number  and  then  you  can  get  the  regulations  and 


have  the  same  numbers  and  move  from  there.  You  can’t  do  that 
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in  California.  You  have  to  match  them  together.  One  of  the 
ways  that’s  supposed  to  be  accomplished  is  by  putting  out  the 
Revenue  Code  every  year  after  the  legislature’s  over.  You’re 
supposed  to  be  able  to  go  back,  look  at  the  Revenue  Code,  and 
see  the  new  statutes  and  the  regulations  the  board  has 
adopted  to  implement  the  legislation.  I  don’t  think  that 
works  very  well  at  the  present  time  because  OAL  takes  forever 
to  approve  the  regulations,  and  the  board  hasn’t  been  keeping 
the  revenue  code  up  the  way  it  should.  The  board  now  have  a 
contract  with  the  legislature  to  do  a  thing  like  that.  The 
legislative  staff  doesn’t  have  much  to  do  in  the  fall,  so 
what  we’re  doing  is  keeping  those  folks  busy  that  will  be 
writing  and  drafting  bills  in  the  revenue  committees  and  the 
Legislative  Counsel  Bureau.  What  they’re  doing  is  updating 
the  thing.  It’s  all  on  data  processing  now,  so  it’s  easier 
to  do  that  way.  But  they  try  to  have  all  the  references  to 
legal  cases,  the  board’s  regulations,  and  whatever  the 
legislature’s  done,  so  you  can  go  to  this  one  thing  and  find 
out  all  that  information.  What  we  do  at  the  board  is  publish 
a  different  summary  tax  law  by  tax  law  so  that  you  don’t  have 
to  get  this  big,  thick  book.  You  can  just  get  the  sales  tax 
law  and  see  all  the  stuff  there. 

I’ve  seen  your  publication  on  property  tax  law,  for 
instance.  It’s  quite  clear. 

That’s  used  by  assessors.  We’re  required  to  do  that  because 
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that’s  the  only  way  the  assessors  can  ever  get  it.  They 
can’t  afford  to  do  it. 

One  thing  you  were  saying,  that  aside  from  the  constitution 
or  statutory  rights,  you  are  suggesting  that,  when  the 
legislature  was  a  part-time  legislature,  it  did  not  make  very 
detailed  legislation,  so  the  board  had  a  great  deal  of 
function  as  a  rule  maker.  Has  this  function  declined 
somewhat  since  the  legislature  has  [become  full-time]? 

Yes,  very  definitely.  The  legislature  in  the  last  fifteen 
years — really  beginning  somewhere  about  1969,  1970,  somewhere 
along  in  there — made  it  pretty  clear  that  they  didn’t  want 
the  board  making  drastic  decisions  by  regulation.  We  could 
make  very  minor  decisions,  and  they  would  pay  attention  to 
it.  Actually,  all  the  board  regulations  go  over  to  the 
legislature  now,  and  there’s  a  certain  period  of  time  where 
they  go  to  committee  chairmen,  which  means  the  staff  of  the 
committee.  If  they  object,  that  can  pretty  much  kill  a 
regulation  right  there. 

But  that  was  not  the  case  prior  to  1959. 

We  consider  that  an  invasion  of  the  executive  and  blah  blah 
blah.  But  anyway,  the  facts  are  they  have  the  power,  and 
that’s  it. 

One  other  thing  along  this  quasi -legislative  category.  The 
board  also  prepared  some  tax  forms.  Is  that  mostly  in  the 


property  tax  area? 
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The  board  promulgates — let’s  see,  there’s  a  specific  word 
that’s  used  in  the  code  on  that — and  the  assessors  are 
required  to  use  these  forms.  It’s  like  the  federal  income 
tax  law.  We  do  not  prescribe — that’s  the  word — forms  in  the 
sales  tax  law.  Now,  in  income  taxes,  the  Franchise  Tax  Board 
prescribes  forms.  But  in  the  sales  tax,  you  can  send  us  a 
letter,  and  if  you  get  the  information  like  the  quarter 
involved  and  all  that  stuff  and  it  has  a  check  that  doesn’t 
bounce,  we  don’t  care.  We  prefer  that  you  use  the  form 
because  it  can  be  processed  a  lot  faster  and  cheaper,  but  no 
one  is  going  to  knock  you  for  sending  in  the  money.  I’ll 
tell  you,  that’s  the  way  we  are.  We’re  not  all  hung  up  on 
forms. 

But  on  property  tax,  you  prefer  the  form. 

Property  taxes,  the  legislature  requires  that  we  do  that. 
That’s  a  statutory  thing.  I  don’t  believe  it’s  in  the 
constitution;  it  might  be,  I  just  can’t  remember.  It  might 
be  in  the  constitution.  You  have  to  look  [for]  ”The  board 
shall  prescribe  forms.”  I  don’t  think  it  says  that  in  the 
constitution  but  it’s  certainly  a  statutory  function. 

And  then  you  have  also  come  to  write  handbooks  for  assessors 
and  manuals.  Was  that  established  practice  in  1959  or  has 
that  developed  since  1959? 

That  started  in  the  late  thirties,  they  started  putting  out 
manuals.  They  had  a  big  increase  in  the  late  forties  and 
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fifties,  and  then  there  was  another  increase  in  the  sixties 
running  up  to  about  Proposition  13.  We  had  quite  a  bunch  of 
handbooks  and  really  made  a  major  effort  to  keep  them  up. 

The  line  of  reasoning  there  is  that  if  you  have  these 
handbooks  available  for  the  assessor  personnel,  then  they’re 
going  to  do  a  better  job.  Of  course,  this  is  public 
property,  so  the  taxpayers  want  to  know  what’s  expected  of 
them.  What  is  it  the  assessor’s  going  to  do?  Since  property 
taxes  is  sort  of  its  own  thing,  somebody  has  to  do  it,  and 
it’s  considered  that  the  board  should  do  it.  After 
Proposition  13,  there  was  a  period  of  about  ten  or  twelve 
years  where  not  much  was  done.  Now,  there  is  an  increase 
right  now.  There  have  been  two  budgets  that  give  substantial 
increases  back  into  manual  writing.  Proposition  13  passed  in 
1978.  Well,  there  was  about  seven  or  eight  years  where  not 
much  happened.  Now,  it’s  coming  back. 

All  of  this  rule  drafting  and  form  preparation,  handbook 
writing,  was  this,  too,  largely  done  by  the  staff?  Or  did 
the  board  get  in  on  a  lot  of  this? 

The  board  usually  got  involved  in  the  sense  that  people  would 
complain  to  them  that  we  need  a  rule,  so  we’d  talk  to  the 
staff  and  get  something  started.  So  it  got  started.  Or 
sometimes  the  staff  would  tell,  particularly  in  the  business 
taxes,  they  would  tell  them  they’re  auditing  and  something 
had  to  be  done,  so  that  would  get  something  started.  But  I 
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would  say  the  staff,  in  the  number  of  regulations  and  rules, 
probably  started  most  of  them.  Some  of  us  are  pretty  close; 
to  the  assessors,  and  if  some  regulations  were  needed,  they 
sort  of  let  you  know  in  a  real  hurry.  So  you  are  out  there 
pushing  the  staff. 

Your  final  category,  according  to  this  report,  was  to  be  a 
quasi -judicial  body.  Here,  of  course,  they  mean  you  were  the 
appeals  board  for  the  Franchise  Tax  Board. 

Let’s  run  through  that.  This  is  three  different  areas,  each 
one  somewhat  different  from  the  other.  In  property  taxes,  we 
had  a  constitutional  role  for  equalizing  assessments  of  these 
properties  owned  by  a  city  outside  their  boundary  or  any 
governmental  body  outside  their  boundary  in  some  other 
jurisdiction.  Like,  the  city  of  Los  Ang€;les  owns  property  in 
Inyo  and  Mono  counties,  the  board’s  involved  with  that. 
There’s  a  complicated  formula  for  those  particular  properties 
right  now.  So  that’s  one  thing.  There,  we  acted  like  an 
assessment  appeal  board  locally.  Then,  we  heard  the  appeals 
of  the  utilities  on  their  values.  Again,  we  acted  like  an 
assessment  appeals  board.  In  other  words,  we  were  bound  by 
virtually  the  same  rules  as  they  were.  Again,  a 
constitutional  function  of  the  board,  those  rules  or  our 
power  to  adopt  those  rules  is  in  the  constitution,  so  that’s 
a  pretty  big  step.  There  are  two  other  kinds  of  appeals  to 
the  board.  One  is  the  appeal  of  the  taxes  that  it 
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administers  itself.  That’s  the  sales  taxes,  gasoline,  and 
all  that  junk.  We  act  like  the  tax.  .  .  .  What  do  you  call 

it?  The  IRS,  they  have  a  name  for  their  tax  appeals  group, 
which  is  independent,  not  in  the  judiciary.  We,  in  effect, 
were  at  that  level,  the  highest  level  administrative  appeal, 
of  taxes  we  administered  ourselves. 

In  effect,  you  were  reviewing  the  decisions  of  your  own  staff. 
Yes.  A  lot  of  people  complain  about  that  and  say,  "That’s 
unfair,"  "You’re  prejudiced."  But  the  main  thing  you  get  out 
of  that,  and  the  advantage  to  that — and  I  don’t  think  it’s 
ever  going  to  be  taken  away  from  the  board — it  gives  you  a 
kind  of  quality  control.  That’s  where  you  know  what  your 
people  are  really  doing.  Really,  there  it  is.  Let’s  say 
they’re  not  doing  a  good  job,  well,  you  can  go  out  and  take 
whatever  steps  it  takes  to  get  it  cleaned  up,  right?  Board 
members  have  done  that  over  time. 

The  next  thing — this  is  a  statutory  function — is  that  we 
hear  the  appeals  of  the  assessments  made  by  the  Franchise  Tax 
Board  of  its  taxpayer.  Here,  we’re  a  sort  of  independent 
body,  like  a  tax  appeals  board  in  many  other  states.  The 
procedure’s  a  good  bit  more  formal  than  it  is  on  our  own 
taxes.  I  mean,  you  have  to  follow  certain  forms  and  you’ve 
got  to  do  this  and  you’ve  got  to  do  that.  You  have  to  file  a 
brief.  It  doesn’t  have  to  be  terribly  elaborate,  but  it’s 
got  to  outline  the  year  in  question  and  the  amount,  what  is 
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it  that  you  disagree  with  and  your  reasons  for  disagreeing 
with  it.  You’ve  got  to  do  all  that,  and  if  you  don’t  do  it, 
you  don’t  have  an  appeal.  It  has  to  be  done  in  a  timely  way 
and  all  that.  The  board’s  handling  its  own  taxes  is  much 
more  informal.  We  do,  finally,  now,  require  written 
appeals.  In  the  old  days,  we  used  to  take  them  orally.  But 
the  written  appeal  doesn’t  have  to  list  very  much.  You  can 
say,  ftI  just  don’t  like  the  tax.”  That’s  about  all  it  says, 
and  it  just  gives  you  the  date,  the  account  number,  and  that 
kind  of  stuff.  So,  in  effect,  you  have  what  amounts  to  a 
trial  de  novo  on  franchise  tax  stuff,  in  other  words.  It’s 
at  the  administrative  level,  yes,  but  he’s  got  to  do  about 
what  he  would  do  in  a  superior  court.  The  taxpayer  doesn’t 
have  to  come  to  this;  he  can  go  to  the  superior  court.  He 
has  a  choice.  If  he  goes  to  the  Board  of  Equalization,  he 
can  be  heard,  and  if  he  wins,  he’s  home  free.  He  has  won; 
that’s  the  end.  The  Franchise  Tax  Board  cannot  take  him  to 
court  on  that  issue.  So  the  board  has  been  very  careful,  and 
criticized  for  being  too  careful,  on  hearing  these  appeals 
and  tending  to  uphold  the  Franchise  Tax  Board.  Of  course,  on 
all  constitutional  issues,  we  uphold  the  Franchise  Tax  Board, 
period,  and  we’re  required,  basically,  by  the  constitution  to 
do  that  anyway  now.  But  that’s  been  our  position  before  the 
amendment  of  1978.  This  [Proposition  5,  a  mandate  that  BOE 
uphold  FTB]  is  a  separate  amendment  on  the  constitution  that 
year,  by  the  way,  not  Proposition  13. 
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[The  reason]  the  big  law  firms  in  L.A.  particularly  like 
it  is  it  gives  them  a  chance  to  feel  out  the  Franchise  Tax 
Board.  In  other  words,  the  Franchise  Tax  Board  writes  a  big, 
hairy  brief.  So  they  now  know  where  they  stand  with  the 
Franchise  Tax  Board  and  they  haven’t  risked  the  taxpayer’s 
money.  There’s  not  a  claim  for  a  refund.  If  you  go  to 
court,  you  have  to  pay  the  tax  and  make  a  claim  for  a 
refund.  There’s  no  chance  the  legislature’s  going  to  change 
that.  A  lot  of  guys  would  like  to  but  they’re  not  going  to 
do  that.  It’s  funny  how  people  can  be  real  tough  at  times. 
There  used  to  be  a  rule  that  if  you  paid  some  of  the 
tax — [this  was  one  of  them  that  they  were  real  tough  on]  --you 
could  a  claim  a  refund,  but  the  courts  threw  that  one  out. 

So  the  Board  of  Equalization  is  sort  of  a  trial  run. 

And  the  big  law  firms  like  that  because  then  they  know  where 
they  are  and  then  they  can  tell  their  client,  ”Well,  let’s  go 
to  court.”  And  some  of  them  do.  Generally  speaking — I  would 
say  99  percent  of  the  time — the  courts  have  upheld  the  Board 
of  Equalization’s  decision,  so  that  there  have  been  very  few 
wins  by  taxpayers  on  decisions  other  than  the  constitutional 
ones.  The  constitutional  ones,  the  courts  have  been  pretty 
tough  on  taxpayers.  The  courts  in  California  are  not  a  haven 
for  taxpayers,  take  it  from  me. 


[End  Tape  3,  Side  B] 


[Begin  Tape  4,  Side  A] 


de  GRAAF: 


NEVINS: 


You  were  saying  there’s  one  other  longtime  figure  on  the 
board  that  you  wanted  to  talk  about. 

I  think  if  you’re  going  to  do  any  contemporary  work  on  the 
board — in  other  words,  you’re  not  going  to  let  ten  years  go 
by  but  you  might  do  something  in  the  next  year  or  two — I 
suggest  that  you  try  to  meet  and  interview  the  chief  counsel 
of  the  board,  James  J.  Delaney.  He  has  been  involved  in  all 
the  major  litigation  having  to  do  with  Proposition  13  and 
probably  drafted  most  of  the  laws  that  the  board  supported  on 
Proposition  13,  beginning  five  minutes  after  it  passed.  In 
fact,  the  staff  had  done  some  work  before  Proposition  13 
passed  to  try  to  interpret  it  so  that  they  could  start  out 
running.  As  you  recall,  the  election  was  on  a  Tuesday.  The 
board  had  a  special  meeting  on  Thursday  after  Proposition  13 
passed  and  directed  the  staff  to  develop  the  regulations  to 
implement  it  and  support  the  legislative  interpretation  of 
13.  It  gave  the  staff  some  direction  on  where  the  board 
thought  things  ought  to  be  on  the  various  provisions  of  the 
act.  The  board  did  meet,  did  do  that,  and  the  legislature  at 
that  time  followed  most  of  the  board’s  recommendations.  They 
did  change  them  later  on,  but  the  board  interpretations  were 
controlling  them  the  first  year. 

That’s  a  good  example  of  its  rules  and  that’s  a  person  we’ll 
keep  in  mind  to  interview. 


de  GRAAF: 
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NEVINS:  Remember,  Proposition  13  is  rather  vague  on  a  whole  lot  of 

things,  and  a  whole  lot  of  stuff  had  to  be  put  in  place. 

de  GRAAF:  Going  back  to  the  history  of  the  board  immediately  before  you 

came  on  it,  just  a  few  more  things  and  then  we’ll  get  into 
your  role.  One  was  that  for  about  twenty  years,  it  was 
charged  with  being  the  alcoholic  beverage  control  body  of  the 
state,  and  some  sources  have  noted  this  set  up  the  awkward 
situation  where  the  Board  of  Equalization  had  to  have  police 
functions  as  well  as  its  usual  assessment,  accounting,  and 
auditing  functions.  One  question  I’ve  wondered  about:  When 
you  came  on  board  in  1959,  did  you  still  find  personnel  on 
the  staff  who  had  been  hired  predominantly  to  carry  out  the 
police  functions  of  alcohol  control? 

NEVINS:  None  of  them  were  there.  They  were  all  removed  by  the 

constitutional  amendment  that  was  passed,  I  believe,  in 
1954.1  The  board  had  operated  a  liquor  department  totally 
separate  from  tax  administration  at  all  times,  and  the 
functions  that  went  with  that  were  transferred  to  the 
Department  of  Alcoholic  Beverage  Control,  which  is  one  of  the 
few  gubernatorial  departments  that’s  in  the  state 


1.  In  1954,  the  legislature  set  up  a  Department  of  Alcoholic 
Beverage  Control  and  transferred  to  it  the  authority  previously  held  by 
the  Board  of  Equalization,  A.B.  28,  1954  First  Ex.  Sess.,  Cal.  Stat.,  ch. 
20.  This  measure  provided  for  a  constitutional  amendment  to  be  passed  by 
the  legislature  in  1955  formalized  this  change.  The  amendment  was 
approved  as  Proposition  5  in  November  1956  and  became  Article  XX,  sec.  22 
of  the  California  Constitution. 
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constitution.  That  may  be  partly  because  of  the  way  the 
federal  amendment  authorized  the  states  to  regulate  liquor. 

In  effect,  the  states  have  absolute  power  in  the  liquor  area; 
it’s  one  of  the  few  places  they  do.  The  courts  have 
construed  that  against  the  Indians  just  because  of  that 
amendment..  In  other  words,  Indians  can’t  sell  alcoholic 
beverages  to  non-Indians  without  a  state  permit.  They  can  do 
anything  they  want  to  themselves. 

Whatever  may  have  been  the  shortcomings  of  assessors  or  board 
staff  and  so  forth  in  the  late  fifties  when  everything  was 
reorganized,  it  would  not  have  been  because  essentially 
alcoholic  policemen  were  still  kept  on  the  board. 

No.  The  police  function  in  the  Alcoholic  Beverage  Control  is 
solely  used  with  bars  and  liquor  stores.  It  had  nothing  to 
do  with  assessors  or  any  of  that,  believe  me. 

Now,  the  scandal  that  you  have  referred  to  earlier  occurring 
in  the  fifties,  I  imagine,  was  the  William  Bonelli  scandal. 

Ri ght . 

Your  thoughts  on  that.  I  happened  to  have  in  my  library  a 
few  years  back  a  book  by  Bonelli  himself  called  The  Million 
Dollar  Blackjack  in  which  he  claims  he  was  framed  by  the  Los 
Angeles  Times. 

Well,  I’ve  met  the  person  that  wrote  that  book,  and  he  wrote 
it  and  Bonelli  put  his  name  on  it.  It  is  a  funny  book.  I 
have  had  difficulty  the  whole  time  I  was  in  the  board  dealing 
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with  the  liquor  problem.  When  I  first  got  in,  people  still 
thought  I  controlled  liquor;  they  used  to  call  me  up  for  a 
liquor  license.  So  for  the  first  six  or  eight  years  I  was  in 
the  board,  I  studiously  avoided  having  anything  to  do  with 
liquor  and  really  didn’t  know  much  about  it  and  tried  not  to 
know  about  it.  I  had  a  lot  of  other  things  to  find  out 
about.  But  as  I  got  farther  into  the  board  and  got  on  top  of 
what  I  was  doing,  I  became  curious  about  what  is  it  that 
Bonelli  did.  I  never  got  a  clear  picture.  But,  apparently, 
what  he  did  is,  he  shook  down  the  liquor  store  operators  and 
used  the  money  for  ads  to  promote  himself  as  a  member  of  the 
Board  of  Equalization.  He  had  big  ambitions  for  himself  and, 
apparently,  he  put  some  of  the  money  in  his  own  pocket. 

That’s  the  best  I  could  get  out  of  what  happened.  I  met  a 
newspaper  publisher  one  time,  one  of  these  people  who 
publishes  these  weekly  papers,  " throwaways , "  we  call  them 
today.  He  was  at  that  time  handling  a  situation  where  you 
could  buy  an  ad  in  every  weekly  paper  in  L.A.  County  by 
bringing  the  copy  to  him  and  bringing  the  money  to  him,  and 
the  ad  would  appear  in  every  paper  and  every  paper  would  get 
paid.  He  said  the  thing  that  was  significant  to  him  about 
this  is  one  time  he  got  all  these  checks.  If  you  looked  at 
them  carefully,  you  realize  the  man  that  got  them  went  down 
the  street  and  collected  money  from  each  liquor  store  all  the 
way  down,  and  then  he’d  go  down  and  back  up  the  next  street. 
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That  was  the  order  in  which  the  checks  were  endorsed  over  to 
him.  In  other  words,  you’d  have  the  Gletz  Liquor  Store,  $200 
to  the  Bonelli  campaign,  and  then,  on  the  back,  it  would  be 
endorsed  over  to  his  newspaper.  He  thought  you  could 
determine  from  that  just  what  the  guy  had  done.  Then,  to  get 
a  license,  apparently,  you  had  to  go  through  a  bunch  of 
baloney.  The  board  members,  of  course,  on  their  own  motion, 
without  any  legislative  authority,  limited  the  number  of 
licenses  using  various  formulas.  That  was  the  source  for 
” juice,”  or  whatever  word  you  want  to  cal]  corruption: 
money,  bribery,  whatever  words  you  want  to  use.  Some  board 
members  had  a  lot  more  liquor  stores  and  bars  in  their  area 
than  others  did.  Bonelli  tended  to  keep  it  down.  He  was  on 
the  side  of  the  "drys.”  In  San  Francisco,  they  just  have  an 
incredible  number  of  bars,  or  they  did.  I  think  there’s  been 
a  lot  of  changes  in  that  because  [the]  Alcoholic  Beverage 
Control  Department  by  statute  and  by  more  seriously  drawn 
regulations  changed  a  lot  of  that  stuff.  People  nowadays 
can’t  visualize  the  role  liquor  played.  First,  state 
government  was  rather  small  in  the  late  thirties  and  early 
forties,  so  liquor  looked  big  as  an  activity.  People  drank  a 
lot  more  [in  that  day]  than  what  they  do  now,  so  going  to 
bars,  going  to  a  liquor  store  was  more  important.  Then,  the 
industry  arranged  things  so  that  everybody  had  a  big 
guaranteed  markup,  and  there  was  this  tremendous  demand.  So 
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running  a  liquor  store  was  sort  of  a  sinecure.  You  just  make 
money;  you  didn't,  have  to  market  your  stuff  and  all  that. 

Here  you  were  regulating  a  very  profitable  business,  or  at 
least  it  was  felt  to  be  profitable,  and  you  couldn't  lose, 
right?  So  it  [regulation]  had  this  element  of  corruption 
about  it.  It  loomed  big  because  there  weren't  a  lot  of  other 
things  going  on.  Therefore,  people  thought  about  it  a  lot. 
Nowadays,  liquor  is  something  like  dry  cleaners.  There's 
serious  thoughts  of  deregulating  liquor  in  this  state. 

Get  rid  of  the  Alcoholic  Beverage  Control  Department? 

Yes.  I  mean,  Jerry  Brown  wanted  to  do  it.  I'm  with  him  on 
that  one.  I  don't  see  any  reason  for  regulating  it.  I  don't 
see  that  it's  any  different  than  selling  milk.  I  think  we're 
worried  about  whether  the  milk  is  contaminated  more  than 
about  the  booze  being  contaminated. 

The  board  has  always  kept,  though,  the  assessment  of  the 
alcoholic  tax,  right? 

Right.  That's  in  the  constitution. 

When  you  came  on  the  board  in  1959,  besides  finding  some 
people  weren't  aware  the  board  relinquished  the  alcoholic 
beverage  control,  did  you  find  that  there  was  still  a 
lingering,  tarnished  image  of  the  board  from  the  Bonelli 
scandal? 

To  some  degree,  yes.  Although  I  did  go  around  in  the 


campaign  in  1958  and  I  found  out  from  talking  to  people  that 
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business  people  thought  that  the  board  was  well  run  on  the 
business  tax  side,  on  the  sales  tax,  and  they  felt  there 
weren’t  any  major  problems  there.  On  the  other  hand,  a  lot 
of  people  felt  the  property  tax  needed  a  lot  of  attention,  so 
my  1958  campaign  devoted  itself  to  what  I  was  going  to  do  to 
property  taxes  and  not  much  to  the  business  tax. 

Another  thing  came  up  shortly  before  you  came  on  the  board 
was  the  [Clark  L. ]  Bradley- [Hugh  M. ]  Burns  unified  local 
sales  tax  and  use,  I  think  it  was,  tax  law. ^  By  the  way, 
what  exactly  is  a  use  tax? 

I’ll  give  you  two  examples  of  use  taxes.  You  buy  something 
and  you  buy  it  with  a  resale  number  and  you  intend  to  sell 
the  product.  Then,  let’s  say,  you  use  it  yourself.  Let’s 
say  it’s  something  you  can  consume  and  use  yourself  in  your 
business,  mops  or  something  like  that.  You  pay  a  use  tax 
measured  by  your  cost  because  you  didn’t  sell  it.  It’s  the 
taxes,  then,  on  the  use.  Or  if  you  give  your  products  away, 
you’re  the  user  of  it.  There’s  no  sale,  so  you  used  it.  You 
pay  the  tax  measured  by  your  cost.  If  you  bring  goods  in 
from  out  of  state  and  you  purchased  them  from  a  retailer  out 
of  state  and  you  bring  them  into  California  to  use  them  here, 
you  pay  a  use  tax  measured  by  your  cost  to  the  out  of  state 
retailer.  People  that  get  hung  up  on  that  quite  a  bit  are 


.  Bradley-Burns  Uniform  Local  Sales  and  Use  Tax  Law,  A.B.  3111 
Sess.,  Cal.  Stat. ,  ch.  1311. 
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manufacturers.  They  buy  equipment  from  people  who  are  not 
California  retailers.  Now  we  have  retailers  out  of  state 
that  don’t  have  any  location  in  the  state  that  pay  us  taxes, 
which  is  a  use  tax,  by  the  way,  but  it  looks  like  a  sales 
tax.  We  make  audits  and  one  of  the  things  auditors  look  for 
is  capital  equipment.  One  of  the  things  they  look  for  is  to 
see  that  the  sales  tax  or  use  tax  has  been  paid  on  that 
equipment,  and  it’s  capitalized.  That’s  the  easy  way  to  find 
it.  If  the  tax  isn’t  capitalized,  you’re  pretty  sure  it 
isn’t  paid. 

Of  course,  this  was  the  law  which  greatly  encouraged  cities 
and  counties  to  tap  in  on  the  sales  tax. 

Let  me  go  into  that  a  little  bit.  That  tax  law  was  developed 
by  the  city  clerk  of  Los  Angeles,  who  had  the  unenviable 
problem  of  collecting  a  city  sales  tax.  I  met  and  talked  to 
him  about  this.  He  said  that  we  never  could  get  up  to  speed 
on  this  thing  and  that  the  city  council  people  would  pass 
exemptions  to  the  law  and  a  whole  bunch  of  junk  like  that  and 
they’d  end  up  with  an  act  that  was  different  from  the  state 
act.  They  simply  weren’t  getting  the  money  they  should  get. 
He  felt  that  there  should  be  a  state  administered  local  tax. 
The  California  Retailers  Association  agreed  with  him.  They 
were  having  problems  trying  to  collect  local  taxes  that  were 
different.  You  know  how  you  organize  yourself.  You  have  a 
store  in  Pasadena  that  has  a  tax  at  one  rate,  a  different 
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base,  and  you  have  another  one  in  Los  Angeles,  different 
base.  So  they  wanted  to  have  a  uniform  base  for  the  tax 
statewide  so  that  if  a  local  government  wanted  to  administer 
a  sales  tax,  they  would  employ  the  Board  of  Equalization  to 
do  it  for  them,  and  the  base  and  the  rate  would  be  uniform 
statewide. 

Exactly  what  do  you  mean  by  administer  a  local  sales  tax? 

Now,  of  course,  you’re  living  in  the  era  where  every  local 
community  has  a  sales  tax.  But  when  I  came  in  to  the  board, 
not  every  city  had  a  sales  tax. 

The  Bradley-Burns  Act  gave  them  the  option;  it  did  not 
require  it,  right? 

It  did  not  require  it.  I  think  Tehama  County  was  the  last 
county  where  the  city  and  the  county  got  together  and  levied 
the  sales  tax,  because  the  county  has  to  levy  it  too  in  order 
to  have  a  uniform  one.  Then,  the  state  charges  the  city  a 
fee  for  collecting  the  tax,  which  is  like  1  percent  of  the 
tax;  it’s  not  very  much.  The  cities  can’t  possibly  do  it  for 
what  we  do  it  for.  It’s  less  than  1  percent  now,  I’ve 
forgotten.  It  says  in  the  annual  reports  what  we  charge 
them.  It’s  become  a  very  big  part  of  local  financial 
situations  for  counties  and  cities.  Now,  there  are  these 
rapid  transit  district  taxes  that  have  been  added  to  this,  so 
they’re  virtually  the  same  thing  as  the  local  tax.  Again,  a 
contract  by  the  local  rapid  transit  with  the  state  board  to 
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collect  the  tax  so  that  you  have  a  single  agency  doing  it. 

It  was  a  kind  of  reform  at  its  time.  It’s  looked  on  as  sort 
of  passe.  It's  an  involved  thing.  It’s  gotten  quite  a  bit 
more  complex.  When  I  first  was  on  the  board,  we  only  had 
three  or  four  people  worrying  about  allocating  local  taxes. 
The  main  thing  is,  administering  taxes  has  gotten  to  be 
rather  involved  now.  There  are  forty  or  fifty  people  whose 
sole  function  is  just  to  try  to  get  this  money  allocated 
quickly  out  to  every  jurisdiction  and  separate  all  the 
different  taxes  and  see  that  the  audits  that  are  made 
allocate  the  tax  properly  to  the  right  jurisdictions  and  all 
that  stuff.  But  it’s  still  a  much  more  efficient  system  than 
they  had,  each  city  or  each  county  administering  their  own 
tax.  Other  states  do  the  same.  Texas  is  one.  Most  states 
now  do  substantially  what  we  do. 

Was  California  one  of  the  first? 

California  was  the  first. 

I  notice  that  suddenly  around  1961  there  was  a  big  flurry  of 
cities  and  counties  to  adopt  this  option  of  the  local  tax. 

Was  that  due  to  a  piece  of  legislation  saying  that  if  they 
didn’t  do  it  by  October  1961  it  would  require  a  two-thirds 
vote  of  their  local  council  to  do  it? 

No.  I  think  what  happened  at  that  particular  time,  the 
Lakewood  Plan  came  in  in  Los  Angeles.  The  Lakewood  Plan  is 


the  plan  where  the  county  would,  by  contract,  provide 
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services  to  a  new  city,  so  that  you  wouldn’t  have  to  go  out 
from  the  ground  and  hire  a  police  department,  fire 
department,  planning  department,  everything  else.  You  could 
start  a  city  with  one  hired  hand,  and  La  Canada  did  just 
that.  So  a  lot  of  areas  that  had  looked  at  incorporation — in 
Los  Angeles  County,  we’re  now  talking  about — immediately 
realized,  ’’Well,  we  can  pay  for  our  incorporation  and  will 
not  have  to  levy  a  separate  property  tax  for  the  city.  We 
can  pay  for  it  with  our  sales  tax  and  we  can  get  all  the 
services  performed  by  the  county.”  So  the  county  of  Los 
Angeles  set  up  a  whole  department  just  to  deal  with  the 
so-called  Lakewood  Plan.  I’d  say  in  L.A.  County,  when  I 
first  was  elected,  there  were  about,  maybe,  fifteen  cities. 
Within  two  or  three  years,  there  were  forty  cities.  There’s 
only  been  a  few  that  have  been  formed  in  the  last  ten, 
fifteen  years.  La  Canada’s  one.  Hacienda  Heights  never  gets 
their  act  together  so  they’re  not  one  but  there’ ve  been  a  few 
others:  Walnut,  Spadra — I  don’t  know  whether  that’s  a 

separate  city  or  not.  Rowland  Heights,  I  understand,  didn’t 
incorporate;  I  thought  they  were  going  to  incorporate.  But 
they’re  mostly  in  place  now.  Most  of  them  were  incorporated, 
I  would  say,  in  the  short  period  from  about  1959  to  about 
1963  or  1964,  utilizing  the  Lakewood  Plan, 
de  GRAAF:  But  you  feel  that  the?  state  uniform  local  sales  tax  was  an 


important  device  also? 
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Yes.  That’s  what  paid  for  their  services. 

That’s  good  because  I  notice  one  of  your  own  reports  at  about 
that  time  talked  about  a  flurry  of  incorporations  occurring. 
Yes.  Then  other  counties  started  doing  that  too  over  time, 
but  they  didn’t  have  it  set  up  the  way  L.A.  County  [did]. 
Remember,  L.A.  County  was  tremendously  much  bigger  than  the 
other  counties  at  that  particular  time,  and  other  counties 
were  either  corrupt  or  disorganized  or  something.  Local 
government  has  gone  from  the  cow  town  to  uptown  in  an  awful 
short  period  of  time.  I’m  not  kidding. 

No,  I  think  you’re  right.  One  irony  I  see  to  this  is  that 
just  a  few  years  after  this  flurry  of  incorporations  by 
1964-1965,  the  board  and  the  legislature  are  both  becoming 
very  concerned  about  the  threat  that,  among  other  things, 
this  incorporation  is  posing  to  open  space,  hence  the 
[John  C.]  Williamson  Act^  and  so  forth.  Do  you  feel  that  in 
that  sense  all  the  Bradley-Burns  Uniform  Sales  Tax  may, 
ironically,  have  just  helped  to  bring  about  a  later  problem 
that  the  board  had  to  deal  with? 

My  feeling  about  the  open  space  thing  is  that  what  you  had 
were  big  landowners  who  wanted  to  have  the  best  of  two 
worlds.  What  they  wanted  to  do  was  have  low  taxes,  and  then 
they’d  be  able  to  put  their  land  into  use  at  the  time  of 


California  Land  Conservation  Act  of  1965,  A.B.  3128,  1965  Reg. 
Stat.,  ch.  2012. 
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their  choosing.  Here  in  the  great  county  of  Orange,  you  have 
the  very  best  example  in  a  company  that  actually  was  the 
prime  mover  of  the  open  space  in  California,  the  Irvine 
Company.  They  employed  their  lawyers  to  write  the  act  and 
get  it  through  the  legislature  and  get  the  constitutional 
amendment  and  all  that  baloney.  I  think  it  was  defeated  the 
first  time  out  and  it  passed  the  second  time  around.  The 
Irvine  Company  was  the  company  that  was  particularly  a 
beneficiary  of  it.  If  you  drive  on  Interstate  5  south  of 
Santa  Ana  right  now — and  I  mean  literally  right  now-  -you’ll 
see  some  of  the  last  land  that  was  in  there. 

In  those  ten-year  trusts? 

In  those  ten-year  trusts  being  developed  right  now  as  auto 
dealers  or  something,  I  don’t  know.  I  don’t  know  what  town 
it’s  in.  I  think  it’s  in  Tustin;  I  don’t  think  it’s  in  the 
t own  of  I r v i n e . 

It  could  be. 

I  don’t  have  maps.  I  don’t  follow  all  that  stuff  anymore  so 
I  can’t  tell  you.  But  that’s  one.  But  there  were  other 
landlords  in  other  parts  of  the  state  that  were  in  the  same 
position.  They  felt,  "What  we’d  like  to  do  is  hold  our  land 
and  develop  it  at  our  convenience  and  maximize  our  income, 
and  if  we  have  to  sell  because  the  taxes  go  up,  that  won’t  be 
to  our  advantage,  and  we’ll  do  better  if  we  can  take  more 
time."  A  lot  of  landlords,  of  course,  can’t  do  that,  but 


these  could  and  did,  and  they  did  very  well. 
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We’ll  get  into  the  open  space  issue  a  little  bit  later.  That 
just  struck  me  as  an  irony  that  here  in  1961  .  .  . 

The  state,  as  you  know,  has  never  done  much  in  planning. 
Planning’s  been  a  local  function  and  planning  is  very 
difficult  for  lots  of  communities  to  handle.  That  was 
where.  .  .  .  Remember  I  told  you  that  we  had  sort  of  cow 
counties.  Well,  Orange  County  was  clearly  a  cow  county,  very 
"cowy”  until  very  recently.  So  they  would  have  great 
difficulty  with  something  like  that. 

A  few  other  questions.  One  would  be  State  Law,  Chapter 
1466. ^  Chapter  1466  was  that  law  that  the  state  Board  of 
Equalization  had  to  assess  or  review  the  county  average 
assessment  levels  and  make  up  some  sort  of  a  statewide 
average  to  compare  them  with.  That  had  not  been  done  before 
the  fifties? 

I  told  you  that  the  school  people  were  very  concerned  about 
the  lack  of  value  put  on  the  [property  tax]  roll.  Now,  the 
board  had  been  assessing  the  public  utilities  at  50  percent 
of  their  market  value,  and  that  had  been  roughly  what  the 
assessors  had  been  doing  in  the  thirties.  But  you  recall 
World  War  II  came  along  and  there  was  a  tremendous  inflation 
in  property  values  in  California,  and  what  the  assessors  did 
is,  they  just  put  the  1930s  value  on  the  roll,  even  though 


1.  A.B.  2027,  1949  Reg.  Sess. ,  Cal.  Stat. ,  ch.  1466. 
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the  sales  and  other  things  were  inflated.  Assessors  got  the 
feeling  that  ”We  know  what  value  is  and  those  people  out 
there  don’t.”  That’s  the  kind  of  attitude  that  they  took. 
They  further  had  the  problem  that  you  have  to  have  an  equal! 
value  on  all  property.  In  other  words,  you  had  to  levy  the 
taxes  in  the  county  equally,  and  one  of  the  ways  to  do  that 
was  if  you’re  not  going  to  reappraise  the  property,  then  you 
lower  the  new  appraisal  to  make  it  look  like  the  old  one.  In 
other  words,  you  value  the  property  in  the  same  way  you  did 
back  before.  That  has  obvious  faults,  as  you  can  readily 
recognize.  Assessors’  offices  had  been  cut  down  badly  during 
World  War  II  and  they  hadn’t  been  very  big  anyway  in  the 
thirties  because  there  hadn’t  been  that  much  real  estate 
activity.  In  fact,  real  estate  values  had  declined  from  1930 
until  about  1939,  and  so  there  wasn’t  any  rush  to  lower  the 
values.  Then  the  values  started  creeping  up  again  after  the 
war  began.  We’re  talking  about  California  now.  And  the 
offices  were  very  weak  and  were  not  very  professional.  A  lot 
of  assessors  were  in  patronage  deals  of  one  sort  or  another. 
Life  was  tough.  The  making  of  the  roll  was  a  clerical 
function.  In  a  lot  of  offices,  if  you  had  a  budget  of 
$10,000  or  $12,000,  80  percent  of  the  budget  was  in  the 
clerical  part  of  making  the  roll  by  hand.  Literally,  there 
were  rolls  made  by  hand  in  California  up  until  the  early 
1950s,  not  even  typed.  So  a  whole  lot  of  things  started 
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happening.  One  is  that  data  processing  came  along,  and 
bookkeeping  machines,  and  stuff  like  that  to  make  the  roll, 
to  reduce  the  mechanical  cost  of  it,  and  the  need  to  hire 
professional  appraisers  to  catch  these  new  values,  and  all 
these  things  went  together.  The  schools  are  one  of  the 
forces  that  caused  the  development  of  modern  assessing 
offices  because  they,  being  the  beneficiary  of  the  tax, 
needed  the  money.  In  the  meantime,  the  utilities  got  all 
wired  up  that  they  were  being  overassessed.  So  the  board  had 
to  do  something  about  that .  That  was  another  one  of  the 
issues  that  faced  us  when  we  came  in  in  1959.  The  old  board 
hadn’t  played  much  of  a  role.  That  is,  the  board  preceding 
us  back  to  1935  hadn’t  played  much  of  a  role  in  assessing 
public  utilities.  The  staff  had  done  it,  bring  it  in,  and 
one  day  they’d  approve  the  roll  and  that  was  it.  They  didn’t 
even  look  at  the  stuff.  This  survey  of  the  board’s 
assessment  problems,  the  gray  one- — not  the  green  dragon  but 
the  gray  one.  ...  I  gave  you  the  name  the  other  day. 

Was  it  the  Coolidge  Committee? 

The  Coolidge  Committee  Report,  that’s  the  one.  Glenn 
Coolidge.  He  was  from  Santa  Cruz  County,  nice  man.  Anyway, 
his  committee  recommended  that  the  board  play  a  more  active 
personal  role  in  setting  the  values,  so  we  did;  I  did.  We 
set  up  a  system  where  we’d  have  hearings  on  it  so  the 


assessees  could  tell  us  what  they  thought  the  value  ought  to 
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be,  and  the  staff,  in  effect,  had  to  defend  the  value  that 
they  were  recommending  to  the  board. 

Now,  you  did  this  on  a  random  survey  of  properties? 

No,  we  did  every  one.  There  were  only  250  assessments. 

We’re  talking  about  state  assessed  property.  Fourteen  of 
them  make  up  90  percent  of  the  value.  So  the  board  met  in 
Dixwell  Pierce’s  office.  This  was  back  in  the  days  when  we 
didn’t  have  to  have  public  meetings. 

Before  the  Brown  Act. 

Yes.  Brown,  is,  incidentally,  not  Willie  Brown  or  Jerry 
Brown;  it’s  Ralph  Brown,  another  nice  man.  We  met  and 
decided  what  we  were  going  to  do.  Cranston  is  one  of  these 
guys — he  was  the  controller — that  never  likes  to  really  say 
what  he’s  going  to  do.  He’s  one  of  those  that  sort  of  likes 
to  edge  into  things.  So  what  we  did,  basically,  in  that 
year,  either  1959  or  1960,  we  stopped  publicizing  what  ratio 
we  used,  and  we  used  48  percent.  We  were  going  to  go  down  2 
percent  a  year  until  we  got  down  to  whatever  the  county 
average  was,  which  was  around  25  percent  when  that  started. 
The  word  got  out  to  the  utilities  and  they  sort  of  held  off, 
and  every  year  we  lowered  it. 

As  I  recall,  Chapter  1466,  which  was  passed,  I  believe,  back 
in  1949,  what  it  did  was  to  mandate  that  the  Board  of 
Equalization  had  to  ascertain  how  to  somehow  associate 


individual  county  assessments  with  a  state  average. 
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That’s  right;  that’s  what  they  did*  That  was  another  program 
of  the  board  was  to  measure  assessment  levels.  This  also  had 
to  do  with  the  formula  that  Bud  whatever  his  name  was.  .  .  . 
Collier? 

[John]  Bud  Collier.  There  were  two  Colliers. 

Yes,  Randolph  and  Bud. 

Bud  Collier,  he  was  very  close  to  the  legislative  analyst. 

A.  Alan  Post? 

Alan  Post  had  taught  him  at  Occidental  [College].  Bud  wasn’t 
very  smart,  but  Bud  knew  a  good  thing,  so  Alan  Post  got  him 
to  carry  the  legislation  to  tie.  ...  If  the  county’s 
assessment  was  too  low,  then  they  lost  allocations.  There’s 
a  formula  you  can  use.  If  you  take  the  average  and  then  you 
twist  it.  .  .  .  I’ve  forgotten  it. 

This  is  the  so-called  Collier  factor?^ 

Right.  So  those  got  established,  and  that  had  a  very  strong 
effect  of  causing  counties  to  raise  their  assessments, 
because  they  wanted  the  money.  They  all  screamed  and 
hollered.  Of  course,  they  complained  that  our  values  were 
always  too  low. 

The  Collier  factor  only  applied  to  that  portion  of  the 
property  tax  that  went  to  schools,  right? 

Well,  yes,  but  there  were  other  apportionment  schemes  for 


1,  This  formula  was  enacted  in  A,B.  218,  1959  Reg.  Sess. ,  Cal. 
Stat.,  ch.  1786. 
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money  besides  schools  at  that  time.  There  were  city  ones. 
They  weren’t  very  big  compared  to  the  post- [Proposition]  13 
ones,  but  they  were  still  there.  The  school  was  the  major 
one,  but  there  were  others.  I  think  there  was  some  road 
money.  I  don’t  know,  there  was  a  bunch  of  them.  But  they 
were  rather  small. 

The  thing  that  struck  me  about  the  Chapter  1466  is  that, 
according  to  the  annual  reports  anyway,  it  took  about  ten 
years  between  when  the  legislature  first  passed  it,  in  1949, 
and  when  the  Curran-Young  Report  really  got  [its  principles] 
fully  implemented,  that  each  county’s  assessments  would  be 
averaged  and  compared  with  a  state  average  publicly. 

Fourteen  sixty-six  is  one  of  those  things  that  made  a  lot  of 
noise  but  really  didn’t  amount  to  a  hell  of  a  lot.  In  the 
first  place,  the  legislature  really  didn’t  want  us  to  make 
any  abrupt  changes  on  anything.  That’s  sort  of  the  way 
legislatures  are.  The  governor  certainly  didn’t  want  us  to 
do  anything  very  abrupt.  People  weren’t  very  sympathetic  to 
utilities  in  those  days,  but  they  recognized  that  you 
couldn’t  treat  them  too  differently  or  otherwise  they  were 
going  to  get  equal  protection  and  all  those  problems  with  the 
U.S.  Constitution.  So  anyway,  Chapter  1466  never  got 
implemented  because  they  kept  having  legislation  stay  it. 
That’s  what  we’re  talking  about.  The^  utilities,  after  we  had 
lowered  these  assessments  down  to  a  certain  point,  just 
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stopped  worrying  about  it,  and  the  thing  just  died  and  that’s 
about  the  size  of  it.  I’m  sure  our  annual  reports  tell  you 
when  it  died. *  I  was  part  of  the  scheme. 

The  other  thing  that  gets  very  complicated,  and  I’m  just 
wondering  whether  it  was  a  big  issue  or  not:  in  1965,  the 
annual  report  brought  out  what  is  called  a  "coeff icient  of 
dissociation. M 
No,  dispersion. 

A  rather  fancy  term  that  showed  me  fairly  clearly  how  unequal 
your  random  surveys  of  assessed  properties  in  different 
counties  were. 

Yes. 

I  recall  one,  Shasta  County,  I  think,  had  a  coefficient  of 
95.  Anything  over  30  was  supposed  to  be  quite  inequitable. 
Now,  did  this  suggest,  in  the  late  fifties  when  you  came  on 
board,  that  there  were  widely  different  assessment  practices 
for  the  same  types  of  property  between  different  counties? 

Oh,  yes,  I  was  certainly  aware  of  it.  There’s  no  bullshit 
about  that.  I  want  to  stress  we ’ re  back  to  cow  counties 
again,  right?  Now,  a  cow  county  doesn’t  necessarily  have  to 
do  a  poor  job,  because  in  a  cow  county,  everybody  knows 


1.  The  Board  of  Equalization  recommended  repeal  of  Cal.  Stat., 
ch.  1466  in  conjunction  with  adopting  the  Monterey  Agreements  in  1957, 
but  these  recommendations  were  not  passed  by  the  legislature  until  1959, 
in  A.B.  2674,  1959  Reg.  Sess.,  Cal.  Stat.,  ch.  1682,  popularly  known  as 
the  Coolidge  Bill. 
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everybody  and  knows  everything*.  That’s  the  way  the  cow 
counties  really  are.  But  a  lot  of  times,  the  politics  of  it 
were  that  the  assessor  just  didn’t  do  his  job,  and  there  were 
people  in  the  county  that  I’m  sure  benefited  from  that, 
right?  Of  course,  every  county  wanted  things  to  happen 
financially.  They  all  wanted  to  have  roads  and  all  the  good 
things  that  you  get  from  public  money.  One  of  the  ways  to 
push  assessors  was  to  talk  about  this  coefficient  of 
dispersion  because  what  they  were  tending  to  do  was  put  newly 
purchased  or  newly  built  properties  on  the  roll  at  the 
current  value,  let’s  say  25  percent  of  the  current  value. 

But  they  would  also  have  lots  of  land,  particularly, 
farmland — this  is  before  we  got  into  this  Williamson  Act — at 
1  [percent]  or  2  percent  of  value.  That  was  like  Kern 
County.  The  farm  property  in  Kern  County  was  on  a  roll  of 
maybe  1  [percent],  2  [percent],  3  percent.  The  oil  property 
was  on  at  50  percent.  Even  after  we  got  going  on  the  25 
percent  ratio,  they  lowered  to  25  [percent]  and  still  oil  was 
carrying  the  load  in  Kern  County  and  the  farmers  were 
all.  .  .  .  T  remember  once  the  assessor — I’ve  forgotten  what 
his  name  was — raised  it  to  about  10  percent.  The  standard 
ratio  was  25  percent.  He  got  some  farm  property  in  the  north 
county  up  to  10  percent  and  had  a  goddamn  near  riot  in  the 
Delano  area.  That  was  sort  of  standard.  The  farm  bureau 


people  were  very  effective  at  keeping  their  assessments  down, 
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very  effective.  Farm  properties  everywhere  in  the  United 
States  are  underassessed;  that’s  pretty  standard.  Even 
though  there  was  a  lively  market,  plenty  of  sales,  [it  was] 
very  hard  to  get  them  up  there.  We  made  quite  a  lot  of 
headway  on  that.  The  fact  that  we  did  was  one  of  the  reasons 
you  got  the  Williamson  Act.  Property  in  Orange  County  is  an 
excellent  example  of  the  thing.  You  remember  where  Jamboree 
Road  is?  There’s  a  nice  little  shopping  center  there?  The 
assessor,  [Hugh]  Plum,  about  the  time  that  that  property  was 
going  to  have  the  shopping  center  on  it,  fifty  acres, 
something  like  that,  the  property  value  would  have  been  a 
million  bucks  for  fifty  acres.  He  had  the  farm  property 
right  across  the  street  on  it  [at],  like,  $2.50  an  acre.  I 
said,  "Hugh,  that  ain’t  going  to  fly.  I’m  sorry  about  that." 
This  was  in  the  sixties,  wasn’t  it? 

Yes.  Hugh  Plum  was  the  assessor.  He  was  a  real  nice  man. 

He  lived  in  a  mobile  home  at  the  corner  of  the  Newport 
Freeway  and  Interstate  5,  on  a  piece  of  property  eighty  acres 
that  his  wife  owned.  Just  think  about  that  a  little  bit. 
[Laughter]  They  owned  the  mobile  home  park  and  they  lived 
in  the  mobile  home  in  the  park.  They  owned  the  park. 

I’ll  look  that  up  as  a  sort  of  example;  it  gives  us  an 
interesting  insight  of  what  property  taxes.  .  .  . 

He  had  orange  groves  and  such  and  such  an  acre  and  all  that 
kind  of  stuff.  But  these  are  the  sort  of  things  that  we  were 
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up  against,  and  we  had  to  give  people  courage.  That’s  when 
we  made  the  manuals,  [hired]  professional  appraisers,  trying 
to  get  guys  that  would  do  the  job.  It’s  hard.  There’s  a  lot 
of  flak,  raising  the  roll. 

I  gather  at  this  time  there  were  even  some  cities  that  did 
their  own  assessing? 

Yes,  there  were.  There  weren’t  many.  I  think  there  were 
about  eleven  or  twelve.  Pasadena  was  one  of  them; 

Watsonville  and  a  couple  in  Santa  Cruz  County. 

Were  there  also  wide  variations  in  the  types  of  property 
assessed  by  a  city? 

There  are  two  kinds  of  cities  in  city  assessing.  There  was 
one  where  they  just  took  the  county  roll  and  factored  it  up, 
and  it  had  something  to  do  with  some  bond  issues  they  had. 

The  bond  issues  were  related  to  the  city’s  assessed  value, 
and  they  didn’t  get  rid  of  city  assessing  until  the  bonds 
were  paid  off.  So  there  really  wasn’t  much  problem  with 
that;  there  wasn’t  any  real  mess  caused  by  that.  Then,  there 
were  cities  that  assessed  on  their  own,  and  Pasadena  was  one 
of  them,  and  just  did  the  god- awful est  job.  I  mean,  it  was 
just  appalling.  They  had  about  twenty  people  in  the  office, 
and  the  guy  was  a  shoe  clerk  that  ran  it.  Then  there  were 
some  cities  down  in  the  great  county  of  Imperial  that  did  it 
and  they  were  just  as  bad.  Imperial  has  very  high  taxes  and 
it  was  miserable.  But  the  county  wasn’t  doing  a  very  good 
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job  of  assessing  so  what  we  had  to  do  was  completely  build  up 
the  county  assessing,  which  we  did  over  a  period  of  time.  I 
also  had  one  of  those  people  that  would  push  people  along, 
encourage,  go  down,  cajole,  talk  to  the  board  of  supervisors 
on  budgets,  that  kind  of  stuff.  Try  to  see  that  the  county 
got  a  kind  of  CAO  [chief  administrative  officer].  See,  a  lot 
of  those  counties  didn’t  even  have  CAO’s  in  those  days.  They 
had  a  county  clerk  or  somebody  like  that  who  would  get  the 
budgets  together.  Everybody  looks  at  government  today  as 
this  well -organized  thing,  full  of  professionals  and  all  that 
stuff.  I  lived  through  the  thing  when,  believe  me,  they  were 
terrible.  And  I’m  talking  about,  like,  Riverside.  I 
remember  when  [Robert]  Bob  Anderson  became  the  CAO  for 
Riverside  County;  I  thought  the  guy  was  going  to  be  fired  any 
minute.  He  had  a  friend  of  his  who  was  made  the  CAO  of  San 
Bernardino  County  and  he  was  fired, 
de  GRAAF:  Just  for  trying  to  bring  efficiency? 

NEVINS:  Just  for  trying  to  bring  law  and  order,  yes. 

[End  Tape  4,  Side  A] 

[Begin  Tape  4,  Side  B] 

de  GRAAF:  One  other  question — it  occurred  to  me  as  I  went  over  all  of 

this  we’ve  been  discussing — [is  about]  Chapter  1466,  the 
Collier  Bill,  Collier  factors,  particularly  those.  Were  they 
intended  to  make  the  state’s  educational  funding  more  in  line 
with  the  real  property  values  in  different  places? 
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The  question  requires  a  little  foundation  before  I  can  answer 
it  sensibly.  In  those  days — and  we’re  talking  about  the  late 
fifties  and  sixties — the  property  tax  in  California  was  more 
than  all  the  other  taxes  put  together  by  quite  a  margin.  In 
other  words,  it  was  the  principal  revenue  base  of  state  and 
local  government  in  California.  You  have  to  look  at  state 
and  local  government  together  because  each  helps  to  fund  the 
other.  So  property  tax  being  so  big,  little  things  done  in 
it  had  a  big  effect  on  the  revenue  of  the  communities  that 
were  involved.  What  the  Collier  factor  was  trying  to  aim  at 
is,  if  the  state  gets  limited  resources,  which  we’re  talking 
about,  essentially,  the  revenue  from  the  sales  tax  at  that 
time  and  we’re  going  to  send  it  back  on  a  per  pupil  basis, 
what  we  didn’t  want  to  do  is  reward  counties  that  had 
underassessment  by  giving  them  more  money  because  they  were 
poor.  This  was  the  issue.  So  in  order  to  get  the  low 
assessment  ratio  out  of  the  factor  of  apportioning  the  money, 
you  first  adjusted  the  assessment  per  student  to  get  it  up  to 
the  average  statewide.  If  the  county  was  arbitrarily  going 
low,  then  you  had  to  make  an  adjustment.  Then,  you  divided 
the  number  of  students  by  the  assessed  value  and  then  gave 
them  the  money.  That’s  how  those  formulas  worked  in  those 
days.  They  don’t  work  that  way  anymore  but  they  did  then. 
Don’t  forget,  school  money  from  the  state  [constituted]  20 
percent  of  the  schools’  funding,  there’s  a  federal  factor 
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that’s  around  5  [percent],  so  around  75  [percent]  to  80 
percent  of  school  [funding]  was  property  taxes.  So  if  yoxi 
were  in  Beverly  Hills  and  had  lots  of  value  and  few  students, 
you  had  an  excellent  system.  If  you  were  in  E1.  Centro  and 
had  very  little  value  and  lots  of  kids,  why,  you  had  a  poor 
system.  That’s  an  issue  that  they  were  trying  to  deal  with. 
There  were  a  lot  of  court  efforts  at  the  same  time  that 
really  were  resolved  by  Proposition  13. 
de  GRAAF:  The  impression  I  get  of  the  Collier  factor  is  that  it  almost 

worked  at  odds  with  what  later  became  the  principle  derived 
out  of  the  Serrano  v.  Priest.^  That  is,  the  Collier  factor 
would  seem  to  encourage  wealthy  districts  to  assess  their 
property  at  the  state  rate  and,  therefore,  get  more  money 
back  from  the  state  for  doing  so,  and  the  poorer  districts, 
even  if  they  did  the  same,  thing  .  .  . 


NEVINS:  No. 

de  GRAAF:  It  didn’t  work  that  way? 

NEVINS:  No.  What  the  Collier  factor  was  aimed  at  was  trying  to  not 

have  a  phony  assessed  value  that  would  make?  the  district  look 
poor  when  it  wasn’t.  That’s  the  issue.  The  Board  of 
Equalization  would  find  that  the  county’s  ratio  of  assessed 
value  to  market  value  was,  say,  18  percent,  and  the  statewide 
ratio  was,  we’ll  say,  24  percent.  Then,  there  would  be  this 


1.  Serrano  v.  Priest,  5  Cal  3d,  584  (1971);  Serrano  v.  Priest,  18 
Cal  3d,  728  (1976). 
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factor  that  would  he  put  on  this  18  percent  roll  to  bring  it 
up  to  24  percent  for  apportionment  purposes  on  the  theory 
that  the  assessor  could  have  had  24  percent  if  he  chose  tobut 
didn’t.  Do  you  follow  me?  So  he  "lost"  but  it  didn’t  make 
the  district  poorer.  Poorer  really  went  to  the  issue,  did  it 
have  any  value  in  it  (A),  and  (B),  did  it  have  a  lot  of 
kids?  If  it  didn’t  have  a  lot  of  kids,  even  if  it  didn’t 
have  any  assessed  value,  it  wouldn’t  be  poor,  right?  I  could 
go  on  and  talk  about  little  school  districts.  Of  the  1,300, 
1,400  school  districts  in  those  days,  1,000  of  them  only  had 
20  kids.  The  purpose  of  that  was  that  those  were  all  in  the 
rural  areas.  This  is  what  the  farm  bureau  did:  they  would 
go  and  have  these  minimum  school  districts  that  got  $20,000. 
Well,  you  could  run  a  whole  goddamn  school  district  for  20 
kids  on  $20,000,  so  you  didn’t  have  to  levy  any  local  taxes 
for  the  elementary  school.  That’s  what  these  things  were 
about.  It  just  tried  to  cut  those  back  and  never  made  it. 

The  more  you  look  at  tax  policy,  the  more  you  find  out  about 
some  of  the  interesting  devices  going  on  around  the  state. 
Right.  People  didn’t  write  big  papers  about  them  and  all 
that.  It’s  the  sort  of  thing  we  knew  as  board  members.  The 
legislators  knew  about  them,  and  these  committees.  This  Dave 
Doerr,  when  you  meet  him,  is  the  one  who  can  really  give  you 
a  lot  more  on  that  than  I’ve  given  you  because  I  really  only 
knew  about  it  in  my  district.  I  knew  about  some  of  the  other 
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things  in  the  rest  of  the  state  but  I  knew  a  lot  more  about 
in  my  own  district  what  was  going  on. 

One  of  the  first  things  that  you  inherited  when  you  came  on 
the  board  was  the  fact  that  1958,  I  believe  it  was,  there  had 
been  mandated  a  reorganization  of  the  Board  of  Equalization. 

I  don’t  think  it  was  mandated,  but  it  appeared  necessary.  We 
had  the  Caspar  Weinberger  report  on  the  need  for  a  department 
of  revenue.  One  of  the  things  he  complained  about  in  the 
report  was  that  the  board  was  poorly  organized,  and  he  gave  a 
whole  lot  of  examples.  So  we  cured  that  by  something  called 
a  basic  internal  survey,  and  it  had  results.  This  Douglas 
Bell,  who  was  the  executive  secretary  of  the  board  later  on, 
was  one  of  the  people  who  carried  on  that  survey.  Then,  the 
existing  members  in  1958  chose  not  to  act  on  that  report.  So 
we  in  1959,  the  three  new  members,  did  come  in  and  did  act 
upon  it  and  did  put  it  in  place.  We  started  about  July  and 
got  it  all  in  place  in  about  a  year  or  so. 

Basically,  it  seems  to  have  gotten  rid  of  these  divisions 
that  equated  to  specific  taxes. 

We  had  auditors  that  audited  everything,  and  people  who 
collected  taxes — compliance  people,  as  we  call  them,  who 
collected  all  the  taxes.  There  were  a  few  specialized  taxes 
that  the  officers  really  didn’t  handle,  like  the  gasoline 
tax.  The  San  Francisco  office  handled  Standard  Oil  and  some 


of  the  big  oil  companies  up  there,  and  the  Hollywood  office 
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here  handled  Arco  and  Union  and  most  of  the  gas  tax  people 
down  here,  for  instance.  So  there’s  not  every  office  that 
happened  to  have  a  refinery  and  really  assessed  it. 

Refineries  are  a  little  tricky,  believe  me.  There  was  a  lot 
of  cheating  on  gasoline  in  those  days.  People  were  selling 
stuff  that  it  was  hard  to  say  it  was  gasoline  and  they  were 
trying  not  to  pay  the  tax  on  but  it  would  make  a  car  go.  You 
don’t  run  into  that  much  anymore. 

Did  the  reorganization  in  1959  increase  or  change  the  number 
of  branch  offices  that  the  board  had  around  the  state? 

What  the  board’s  done  over  the  years  with  branch  offices, 
they’ve  tried  to  put  them  where  they  were  needed.  At  the 
time,  in  1959,  we  still  had  offices  in  every  county.  There 
are,  of  course,  fifty-eight  counties  in  California,  Some 
counties  don’t  really  need  an  office.  So  over  time,  we 
reduced  the  number  of  northern  California  offices  and 
increased  the  number  of  southern  California  offices  so  that 
we  ended  up  with  about  the  same  number  of  office's  but  they 
were  put  out  where  the  need  was  rather  than  where  some  board 
member  wanted  them  for  either  political  purposes  or  what  he 
thought  was  just  necessary  under  the  alcoholic  beverage 
control  days.  There  was  some  thinking  that  you  were  supposed 
to  have  an  office  in  every  county.  Some  counties  at  that 
time  had  only  800,  900  people.  You  don’t  really  need  an 


office  for  that. 
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What  exactly  were  the  functions  of  these  branch  offices? 

I  told  you  that  the  board  had  a  policy  of  working  with 
taxpayers.  One  of  the  ways  you  work  with  taxpayers  is  you 
have  conveniently  located  offices  for  the  sales  tax  so 
they’ll  come  down  and  take  out  the  permit  so  you  don’t  have 
to  run  around  and  chase  taxpayers.  They  come  to  you.  Now, 
one  of  the  factors  that  makes  taxpayers  come  to  you  is  if 
they  start  a  business  and  they  suddenly  find  that  people  ask, 
"What’s  your  tax  number?"  If  you  don’t  have  a  tax  number, 

(A),  they  usually  won’t  sell  to  you  at  wholesale,  and  B) , 
they’ll  charge  you  the  tax.  So  then  you’re  out  money  up 
front  that  you  can  probably  recover  from  the  board  if  you 
sell  the  property  but  it  sure  beats  a  lot  of  hocus-pocus  by 
just  going  down  and  getting  the  permit  and  getting  your  own 
number  for  the  location  where  you’re  going  to  have  the 
business.  So  you  want  to  make  it  easy  for  business  people, 
and  that’s  one  of  the  reasons  they  have  offices  located  all 
over.  One  of  the  ones  I  wanted  to  get  rid  of  was  Santa 
Maria.  We  finally  got  rid  of  that;  we  now  handle  all  that 
out  of  San  Luis  Obispo  and  we  have  an  office  in  Santa 
Barbara.  But  we  have  now  a  second  office  in  Orange  County. 

We  have  two  offices  in  San  Diego  County.  We’ve  needed 
another  office  in  San  Diego  County  for  a  long  time;  they 
finally  put  one  in  San  Marcos.  T  don’t  know  whether  that’s 
the  right  place  or  not  but  that’s  where  it  is.  I  never  liked 


202 


de  GRAAF: 


NEVTNS: 


being  downtown  in  San  Diego.  I  wanted  to  be  north  of 
downtown)  for  instance,  when  I  was  in  charge.  You  have  to 
have  an  office  in  Imperial  County  because  it’s  so  far  away. 
It’s  a  two-hour  tough  ride.  I  got  an  office  in  the  Peilm 
Springs  area  because  what  happens  over  there  is  there’s  this 
tremendous  activity  in  the  wintertime  and  the  people  go  out 
of  business  in  the  spring.  That’s  a  lot  of  action  for  us  and 
them,  even  though  there  were  only  60,000  to  80,000  people  out 
there  at  that  time.  It  was  a  lot  easier  on  everybody’s 
nervous  system  to  have  an  office  out  there  and  not  have  to  go 
down  to  either  Riverside  or  go  to  San  Bernardino  to  do  your 
business . 

How  much  of  your  total  department  staff  was  in  these  branch 
offices  versus  a  central  state  office? 

When  I  first  got  there,  about  two- thirds  of  the  employees 
were  in  the  field  with  the  business  taxes.  Then,  we  had  200 
people  on  property  taxes  and  we  had  a  few  branch  offices  for 
property  taxes  too  but  roughly  two- thirds  were  in  the  field. 
That’s  changing  now.  I  would  say  that  there’s  only  about  55 
percent  in  the  field  that  work  on  the  business  taxes  now  and 
the  rest  are  in  headquarters.  The  headquarters  always  seems 
to  think  of  peachy  schemes  to  get  more  people  up  there.  I’ve 
never  thought  that  was  very  good  because  I  don’t  think 
Sacramento’s  the  center  of  the  universe  intellectually  or  any 
other  way.  I  don’t  see  why  we  have  to  have  it  that  way,  but 
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that’s  the  way  it  is.  But  people  up  there  get  very  detached 
from  what’s  going  on  in  the  field.  The  Sacramento  Chamber  of 
Commerce  is  great  for  having  state  headquarters  in 
Sacramento.  Then,  the  next  thing  you  had  some  cut  in  the 
budget,  so  you  cut  the  travel  budget.  So  the  result  is  that 
people  can  be  in  Sacramento  for  ten  or  twelve  years  and  not 
realize  that  stuff  has  changed  a  lot  out  in  the  field. 

Alameda  [County],  Contra  Costa  [County],  L.A.  [County], 

Sonoma  County  have  grown  a  lot,  and  things  aren’t  just  in  the 
same  place  they  were  ten  years  ago.  I  mean,  if  you’ve  been 
driving  to  San  Diego  County  in  the  last  ten  years,  it’s  just 
totally  different  now  than  it  was.  People  look  at  it  the  way 
it  was  ten  years  ago,  which  is  "out  to  lunch." 

One  other  thing  that  surprised  me  a  little  bit  would  not  be 
until  1971  that  the  boundaries  of  the  Board  of  Equalization 
were  changed.  T  always  thought  that  1958-1959  would  have 
been  a  good  time  to  have  reapportioned  the  boundaries.  Was 
that  seriously  considered? 

Well,  I  considered  it  but  in  1960  there  just  wasn’t.  .  .  . 

The  state  senate  at  that  time  was  controlled  by  the 
Democrats,  and  they  didn’t  want  any  reapportionment  or 
anything;  they  didn’t  have  to  reapportion.  I  guess  the 
assembly  got  reapportioned  in  1961  because  [Phil]  Burton  was 
involved  with  that.  But  the  senate,  of  course,  was  not 


reapportioned;  congressional  districts  were  reapportioned 
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because  we  got  new  ones  and  had  to.  But  the  board  wasn’t 
reapportioned.  We  were  sort  of  tied  in  to  the  senate 
problem.  Then  when  the  state  senate  got  reapportioned,  then 
you  could  reapportion  the  board.  The  state  senate  was 
reapportioned  in  the  late  sixties  under,  really,  pressure 
from  the  courts.  T  got  the  board  reapportionment  of  1971 
through  [with  the  help  of]  Merv  Dymally  and  Walter  Karabian; 
Merv  carried  the  bill,  and  Walter  got  it  through.  Anyway,  I 
got  to  draw  the  boundaries  of  my  district  and  essentially 
drew  them  for  the  other  board  members,  too.  We  made  a  policy 
in  doing  it  to  have  a  cut  of  only  one  county  and  one  city  in 
the  state,  and  that’s  what  made  that  bill  get  signed  by 
Governor  Reagan  is  that  we  didn’t  play  a  lot  of  games.  That 
was  the  only  apportionment  bill  he  did  sign.^  We  felt  that 
our  clients  were  cities  and  counties,  and  we  just  didn’t  want 
to  get  multiple  board  members  involved  in  counties,  that  that 
would  just  cause  a  lot  of  confusion. 

So  you  basically  honored  county  boundary  lines  except  for 
your  district. 

For  L.A.  T  could  have  designed  a  district  where  I  didn’t  cut 
the  city  of  Los  Angeles,  but  it  makes  a  very  unhandy 
district.  It  wouldn’t  have  been  helpful  to  me  personally  to 
do  it,  so  I  didn’t  do  it. 


1.  S.B,  19,  1971  Reg.  Sess. ,  Cal.  Stat. ,  ch.  1796. 
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One  other  thing  that  fascinated  me.  You  were  one  of  three 
new  members  of  the  board  in  1959:  yourself,  Alan 
Cranston.  ...  I  believe  John  Lynch  was  the  third  new 
person? 

Right . 

Did  Lynch  also  defeat  a  Republican  incumbent? 

Yes,  he  did. 

So  this  was  quite  an  ideological,  or  at  least  a  political, 
partisan  transformation,  wasn’t  it? 

Yes,  it  was.  The  two  Democrats  who  were  on  the  board, 

[George  R. ]  Reilly  and  [Paul  R. ]  Leake,  were  rather 
conservative  Democrats;  they  were  not  radicals  under  any 
stretch  of  the  imagination.  They  were  really  ideologically 
closer  to  the  Republicans  that  had  been  there  than  they  were 
to  us.  We  were  viewed  as  being  radicals  at  the  beginning. 
Anyway,  we  had  to  make  some  immediate  decisions,  and  I  was 
the  one  that  made  a  decision  to  keep  Dixwell  Pierce,  even 
though  we  had  the  absolute  right  to  dump  him. 

The  Board  of  Equalization  has  the  right  to  hire  and  fire  the 
executive  secretary? 

You  bet.  My  decision  to  keep  Dixwell  was  made  on  the  basis 
that  we  all  looked  like  sort  of  young  Democrats  to  the 
business  people  in  California,  and  I  felt  that  if  Dixwell  got 
out  of  hand,  we  could  always  dump  him.  But  it  would  look 
better  to  the  people  if  we  kept  Dixwell  in.  He  had  a  good 
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reputation,  and  we  didn’t  have  any  reason  to  dump  him  other 
than  that  we  could  put  one  of  our  guys  in,  and  we  really 
didn’t  have  many  people  coming  to  us  to  get  the  job.  So 
Cranston  and  Lynch  went  along  with  that.  We  made  the 
decision  in  Fresno  before  we  got  on  the  board.  No  Brown 
Act.  We  wouldn’t  be  covered  by  it.  If  you’re  not  in  office, 
you  can’t  be  covered  by  the  Brown  Act  even  though  you  made 
the  decision. 

Did  you  come  in  with  any  particular  agenda  for  what  state  tax 
policy  needed? 

I  tell  you,  the  first  one  is  that  I  wanted  to  do  this 
reorganization  and  increase  the  efficiency  of  the  board.  I 
wanted  to  get  rid  of  deadwood;  I  knew  there  was  quite  a  bit 
of  deadwood  at  the  board  at  that  time.  There  were  about  100 
employees  we  didn’t  need.  There  were  200  people  left  over 
from  this  patronage  appointment  in  1933,  and  about  100  of 
those*  were  no  good.  I  wanted  to  try  to  ease  them  out.  I 
wanted  to  improve  the  quality  of  some  of  our  administrators, 
so  that  had  some  effect  on  tax  policy.  We’re  talking  about 
business  taxes.  Now,  on  the  property  tax  side,  I’d  been 
supported  by  school  people,  and  so  I  felt  it  very  important 
to  improve  property  taxes.  Most  of  my  energies,  as  far  as 
reform  and  change  was  concerned,  were  put  into  trying  to  do 
something  property  taxwise,  and  I  really  put  a  lot  into  it 
over  a  long  period  of  time.  One  of  the  things  I  did  was, 
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when  Dave  Doerr  got  appointed-  he  and  a  fellow  named 
Sullivan,  who  works  for  the  city  of  San  Francisco  now,  as  the 
new  staff  people  that  Jesse  put  in  when  he  got  control  of  the 
legislature— their  job  was  to  make  a  real  staff  going  in 
[the]  Assembly  [Committee]  on  Rev  and  Tax.  So  I  steered  them 
away  from  business  tax.  They  came  in  and  wanted  to  do  a  lot 
of  that  sort  of  thing.  ”No,  you  want  to  work  on  the  property 
tax,”  and  they  did.  They  wrote  A.B.  80.  That  was  one  of  the 
first  legislatively  drafted  bills.  I’m  sure  they  got  help 
from  our  staff  but  they  essentially  put.  that  program 
together.  It  had  about  120  sections  in  when  it  started  and 
it  got  reduced  to  around  90,  I  guess  it  was. 

Did  Cranston,  as  controller,  have  any  particular  agenda 
personally  in  mind?  First  of  all,  one  thing,  being  an 
elected  official  on  the  governor’s  cabinet,  was  he  sort  of 
the  .  .  . 

He  wasn’t  on  the  governor’s  cabinet. 

Oh,  he  wasn’t? 

No.  Governor  [Edmund  G.J  Brown,  [Sr.]  never  accepted  us.  We 
were  independent,  on  our  own  all  the  time.  We  knew  Brown 
personally.  We  were  friendly  to  him  personally.  But  as  far 
as  being  part  of  his  administration,  we  were  never  part  of 
his  administration. 

That  included  Cranston? 

Cranston,  Anderson,  Mask,  none  of  us.  He  was  very  clear 


about  that.  We  were  not  part  of  his  administration. 
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So  you  were  not  necessarily  carrying  out  a  Brown  agenda? 

No.  We  were  elected  totally  independent  of  him.  That  was  a 
mistake  he  made.  I  think  if  he’d  have  really  looked  at  what 
was  going  to  happen  in  the  election  of  1958,  he  could  have 
put  his  arm  around  us  and  say  he  elected  us.  But  he  went  out 
of  his  way  to  make  sure  that  he  was  not  identified  with  any 
of  us.  He  went  out  of  his  way  to  be  sure  that  he  wasn’t 
identified  with  any  of  these  people.  He  thought  he  was  the 
only  one  that  was  going  to  win.  Even  Clair  Engle,  he  wasn’t 
that  close  to.  We  pretty  much  campaigned  together  on  our 
own.  We  worked  together  to  help  each  other:  Mosk,  Anderson, 
Cranston,  Betts,  and  the  fellow  running  for  secretary  of 
state,  Henry  whatever  his  name  was  [Henry  P.  Lopez].  We  were 
independent,  raised  our  own  money,  everything.  So  we  didn’t 
owe  him  anything. 

So  you,  in  effect,  devised  your  own  tax  policy. 

That’s  right,  we  did.  Unless  there’s  a  big  need,  governors 
don’t  pay  much  attention  to  taxes,  the  day-to-day  stuff. 

Now,  the  reason  Brown  got  into  A.B.  80  is  that  he  was  running 
for  reelection,  and  this  big  scandal  was  going  on  and  was 
making  very  tough  press  in  San  Francisco,  which  is  his 
hometown.  So  he  had  to  do  something,  so  that’s  why  A.B.  80 
was  just  dead  for  awhile  there.  He  revived  it  right  after 
the  primary  in  June  of  1966  and  rammed  it  through.  It  got 
through  by,  roughly,  the  first  of  July.  It  was  all  done  bang 
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first  of  July. 

de  GRAAF:  No,  that  was  in  1965  1966  that  A.B.  80  went  through. 

NEVINS:  Nineteen  sixty-six? 

de  GRAAF:  Yes. 
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It  was  after  the  primary.  It  seems  to  me  the  legislature 
stayed  in  session  later  in  the  year  then  than  they  do  now. 
Now,  they  go  out  the  first  of  July  and  they’re  gone  about 
five  or  six  weeks,  something  like,  come  back  in  the  last  part 
of  August.  In  those  days,  they  stayed  on  until  about  the 
middle  of  July  and  then  went  off,  period. 

They  had  what  were  known  as  extraordinary  sessions.  As  I 
recall,  A.B.  80  was  Chapter  something  of  one  of  the 
extraordinary  sessions  of  the  legislature. ^ 

Extraordinary  sessions  were  always  at  the  beginning,  but  it 
seems  to  me  they  went  out  in  the  middle  of  July,  and  then  the 
governor  had  a  month  to  sign  bills,  in  the  middle,  of  summer. 
Then,  they  tried  to  have  this  session  where  they’d  come  back 
so  they  could  override  the  governor’s  pocket  vet os  and  then 
they  would  work.  They’ve  done  a  lot  of  prissy  things  over 
time. 

I  just  wanted  to  set  what  your  agenda  was  when  you  first  came 


I,  A.B.  80  was  enacted  as  chapter  147  of  the  statutes  of 
California  in  the  First  Extraordinary  Session  of  1966.  It  was  signed  by 
Governor  Fat  Brown  on  July  8,  1966. 
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in  because  one  thing*  that  the  annual  reports  of  the  board 
suggest  was  becoming  not  exactly  a  problem  but  a  growing 
trend  was  that  property  taxes  were  getting  more  and  more 
expensive.  In  fact,  the  board,  year  after  year,  from  1956  to 
1957  on,  keeps  noting  that  the  increase  in  property  taxes  was 
exceeding  the  increase  in  either  personal  income  or  assessed 
valuation. 

That’s  right. 

Why  would  that  be? 

I  think  there’s  a  combination  of  factors.  One  is,  we  were 
increasing  the  assessments.  The  next  one  was  that  you  had 
these  statutory  tax  rates  at  that  time,  like  1  percent  for 
cities,  that  sort  of  thing.  So  if  you  increased  the 
assessment,  the  city  got  more  money,  or  [if]  the  school 
district  had  the  statutory  rate  that  they  were  levying, 
they’d  get  moi~e  money.  The  next  thing  I  think  you  were 
having  was  that  during  this  time  you  were  getting  more 
professional  administration  of  local  government,  and  people 
had  all  these  things  they  wanted  to  do.  Of  course, 
professionals  were  helping  the  elected  guys  spend  all  this 
money  that  was  coming  in.  So  you  sort  of  got  a  cumulative 
spending  frenzy,  you  might  say,  and  there  wasn’t  a  lot  of 
self-discipline,  really.  That’s  one  of  the  things  that  led 
up  to  Proposition  13  was  that  these  groups  had  this  vastly 
improved  revenue  base  that  the  Board  of  Equalization  [and] 
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legislature  provided  them,  but  they  didn’t  hold  back  on  their 
spending.  That  was  the  problem.  But  there  was  no  qtiestion 
that  there  was  tremendous  pent  up  demand  for  government 
services:  schools,  cities,  everything.  I  don’t  know  where 

you  lived  at  that  time  but  California  today  doesn’t  look 
anything  like  it  did  in  those  days,  no  way.  You  drive  along 
in  these  cities  with  nice  streets  and  trees  and  stoplights. 

In  those  days,  lots  of  cities  right  around  here  had  dusty 
streets,  two  lanes  with  dirt  on  either  side. 

[End  Tape  4,  Side  B] 

[Begin  Tape  5,  Side  A] 

de  GRAAF:  [Getting  back]  to  the  property  tax  increase.  That’s 

interesting,  your  explanation  of  why  it  was  occurring.  Now, 
again  using  your  annual  reports,  and  correct  me  if  you  think 
this  was  a  mis impress ion,  they  don’t  suggest  any  public 
clamor  about  this  until  about  1964-65.  Are  your 
recollections  the  same  or  did  you  get  complaints  about  rising 
property  taxes  almost  from  the  start? 

NEVINS:  In  California,  there’ ve  always  been  certain  people  who 

complain  about  property  taxes,  and  it  doesn’t  make  any 
difference  what  the  situation  is.  Just  like  there  are  today 
with  the  1  percent  raise  in  the  Proposition  13  value  system, 
which  means  no  change,  there  are  people  who  complain  about 
taxes.  So  when  you’re  a  tax  administrator,  you  know  you’re 
going  to  have  somebody  there  complaining  about  taxes  all  the 
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time.  You  start  getting'  concerned  when  you  get  other  people, 
people  who  normally  you  wouldn't  hear  from,  then  you  start 
getting  concerned.  I  don't  recall  getting  any  real 
complaints  that  T  felt  warranted  any  concern  until  up  in  the 
seventies.  Let's  go  back  to  one  thing  that  might  interest 
you  since  you're  from  the  great  county  of  Orange.  Plum,  the 
assessor,  had  this  policy  that  he  used  his  small  appraisal 
crews  where  he  could  get  the  most  value  on  the  roll  at  any 
time.  Let's  say  he  had  twenty  appraisers.  He'd  move  them 
around  the  county  where  the  values  had  gone  up  the  most  and 
put  them  in  there.  We're  talking  about  urban- resident ial , 
urban-business,  industrial  property.  So  he'd  been  doing  that 
four  or  five  years  and  he  hadn't  been  going  along  the  beach. 
In  those  days  beach  property  went  up  but  nothing  like; 
everything  else.  But  he  let  the  beach  get  very  far  behind  so 
he  went  along  the  coast  from  the  county  line  down  in  San  Juan 
Capistrano  up  to  about  Huntington  Beach  and  put  his  people  in 
there  and  doubled  the  values  of  many  of  the  school  districts 
and  cities  along  in  there,  and  said  it  was  the  biggest  waste 
of  time  he  ever  had  in  terms  of  assessed  value.  If  you  put 
them  in  other  places,  like  in  Anaheim,  he'd  have  got  a  lot 
more  value  but  he  said,  tfI  just  had  to  do  it  to  equalize.” 
Boy,  that's  where  you  really  got  the  tax  revolt,  right 
there.  There  was  a  fellow  who's  still  alive,  by  the  way,  and 
he  has  a  newspaper  in  S3n  Luis  Obispo  County.  He  had  one  of 
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those  local  papers.  The  Daily  Pilot,  I  think,  was  the  name 
of  his  paper,  which  the  [Los  Angeles]  Times  bought  out  at  a 
later  time. 

That  was  in  Newport  Beach. 

This  was  in  Newport  Beach  we’re  talking  about,  and  Costa 
Mesa.  That  school  district  got  doubled  and  it  had  the  effect 
of  dumping  the  [county]  supervisor.  He  was  up  for  election 
and  he  was  some  sort  of  weak  sister  and  he  got  defeated.  He 
was  replaced  by  somebody  who  died,  and  this  newspaper 
publisher  was  appointed  in  his  place.  One  of  his  jobs  in 
life  was  to  try  to  keep  the  tax  revolt  down  along  there 
because  there  were  quite  a  lot  of  people  who  voted  and,  of 
course,  it  was  one-fifth  of  the  county.  He  had  a  terrible 
time  of  it  and  got  defeated  again.  And  [Thomas  F. ]  Riley, 
the  present  supervisor  in  there,  is  the  first  one  that’s  been 
able  to  hang  onto  that  seat  [Fifth  District] .  If  you  go  back 
and  look  at  that  seat  from  1959  on,  you  know  it’s  been  turned 
over  and  over  and  over.  Riley  seems  to  have  found  the  right 
formula  to  hang  onto  it.  If  you’re  talking  about  tax  revolt, 
that’s  the  only  one  I  really  knew  about  and  could  really  put 
my  finger  on  in  that  whole  time.  But  it  was  caused  by  the 
100  percent  increase.  So  we  would  go  to  boards  of 
supervisors  and  say,  ’’The  way  to  get  away  from  that  is  just 
don’t  let  your  appraisal  staff  get  too  small.  If  you’ve  got 
all  these  values  coming  on,  put  more  people  on,  keep  it  up, 
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then  you  don’t  have  this  big  riot.”  That  was  pretty 
compelling. 

And  to  this  day,  is  the  size  of  a  county’s  appraisal  staff 
entirely  up  to  county  government?  There  are  no  state 
guidelines  or  mandates? 

We  try  to  advise  them  on  what  you’ve  got  to  do.  It’s  the 
post-Proposition  13  assessor’s  staff  that’s  a  very  difficult 
administrative  problem  because  you  only  reappraise  the  stuff 
that’s  been  sold  and  you  do  the  new  construction.  If  you 
don’t  have  a  lot  of  new  construction  and  a  lot  of  stuff  sold, 
you  don’t  have  that  much  action,  right?  Now,  business 
personal  property,  not  including  inventories,  is  still  on  the 
roll  and  is  still  reappraised  every  year,  so  you’ve  got  to 
have  a  staff  to  do  that.  You’ve  got  to  have  a  staff  to  keep 
track  of  sales  and  stuff  like  that.  They  usually  call  it  a 
research  department  or  some  goddamn  name  like  that.  Let’s 
see  if  I  can  remember.  They  have  a  funny  name  for  it,  I  wish 
I  could  remember  what  they  call  it.  But  anyway,  it’s  a  group 
of  people  whose  job  it  is  to  keep  track  of  what’s  going  on 
the  county,  so  if  things  start  to  get  moving,  they  can  go  to 
the  board  of  supervisors  and  try  to  get  some  new  hii~es.  For 
a  long  time  after  13,  boards  of  supervisors  were  pretty  cool 
about  hiring  people  in  the  assessor’s  office.  Thejy  all  laid 
them  off  at  the  beginning.  Somewhere  along  in  there, 
beginning  about  four  or  five  years  ago,  the  hoards  of 
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supervisors  suddenly  realized  the  fastest  growing  revenue 
source  they  had  in  the  county  was  the  property  tax,  and  they 
got  a  big  hunk  of  that.  So  all  of  a  sudden,  they  got  really 
interested  in  keeping  the  assessor’s  staffs  up,  and  I  don’t 
think  any  assessors  that  I  know  of  today  have  any  real 
problem  with  staff;  if  they  just  go  and  ask  foi~  it,  they’ll 
get  it. 

But  back  in  the  fifties  and  sixties,  they  were. 

They  were  having  real  serious  difficulties  getting  staff.  Of 
course,  the  rest  of  the  staffs  in  the  county  weren’t  very 
professional,  either.  It  all  goes  together.  You  say  you’re 
from  the  county  of  Orange? 

Yes. 

God,  what  a  bunch  of  cowboys  you  had  down  there.  [Laughter] 
Jesus. 

A  couple  of  other  issues  and  then  I  think  we’ll  be  to  A.B. 

80.  One  that  seems  to  grow  through  the  early  sixties  was  the 
idea  of  some  special  assessment  or  relief  for  open  space. 

The  first  glimmer  of  this  seems  to  be  the  proposition  in  1960 
that  gave  special  assessment  rates  to  privately  run  golf 
courses . ^ 

Right.  I  failed  to  write  the  argument  against  that  one,  and 
it  passed.  Bob  Rope  carried  the  bond,  and  we  thought  that 
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was  a  real  stinker*  What  that  did  is  it  set  up  these 
so-called  nonprofit  golf  courses,  and  there  was  a  way  to  do 
it  where  you  could  end  up  owning’  the  land.  You  built  houses 
around  it.  Then,  you’d  sell  the  houses  because  they  were 
around  the  golf  course,  right?  So  you  got  a  higher  value 
because  the  house  was  on  the  golf  course.  Well,  you  keep  the 
golf  course  there  ten  or  twelve  years,  then  you  could  just 
take  the  golf  course  eiway.  You’d  have  a  nonprofit  golf 
course,  but  it  wasn’ t  one  of  these  perpetual  nonprofit 
things,  so  then  you’d  just  subdivide  the  golf  course. 
Especially  you  could  do  that  in  unincorporated  areas.  It 
would  be  very  hard  to  do  that  in  a  city,  but  you  could  do  it 
in  an  unincorporated  area  and  probably  get  away  with  it. 

That  happened  up  in  northern  California  quite  a  lot,  as  a 
matter  of  fact.  We  felt  it  was  totally  uncalled  for,  that 
people  who  played  golf  certainly  ought  to  be  able  to  pay  the 
property  taxes  on  it.  It  takes  about  sixty  acres  to  make  a 
golf  course.  Most  golf  courses  were  out  in  the  country 
anyway  and  the  ones  that  were  in  the  city  were  generally 
owned  by  a  city,  so  it  wasn’t  something  you  could  tax 
anyway.  So  what  were  we  really  talking  about?  We’re  just 
talking  about  a  scheme  to  reduce  the  taxes  of  a  speculator  so 
he  could  hang  onto  his  property  longer, 
de  GRAAF:  In  1962  came  the  two  propositions  we  alluded  to  earlier,  one 

which  would  have  set  up  special  assessments  on  agricultural 
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land  and  the  other  one,  interestingly,  would  have  done  the 
same  for  historical  property. ^  Now,  did  the  board  take  a 
position  on  either  of  those  in  1962? 

I  don’t  think  the  board  took  a  position.  I  opposed  the  open 
space  one,  and  I  believe  I  wrote  the  ballot  argument  against 
that.  On  the  historical  property,  did  that  pass  that  time? 
No.  Both  of  them  were  defeated. 

The  historical  one,  I  felt  and  I  still  feel,  had  serious 
problems.  The  problem  there  is  that  you  get  a  piece  of 
property,  like  the  Gamble  House,  that  happens  to  be  a  home. 
But  you  can  have  a  piece  of  commercial  property  and  you 
characterize  it  as  historical  and,  in  effect,  you  put  the  guy 
that  operates  it,  or  the  owner  of  it,  in  a  better  position 
property  taxwise.  Remember,  we’re  talking  about  much  higher 
rates  than  we  are  now.  And  he’s  in  a  much  better  position 
than  somebody  else  and  he’s  just  head  to  head  competing.  He 
could  have  a  drugstore  in  it  or  anything  he  wants.  You  were 
supposed  to  go  through  a  lot  of  baloney  but  the  groups  that 
were  working  on  this  didn’t  amount  to  much  in  those  days. 

The  laws  they  passed  weren’t  very  strict.  Anybody  could  go 
out  and  put  just  about  anything  in  there. 

You’re  right.  This  was  before  the  National  Register  of 
Historic  Places  was  really  formalized. 


1.  Propositions  4  and  11,  respectively,  on  the  November  1962 


ballot. 
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It  was  pretty  Mickey  Mouse,  and  I  just  didn't  get  with  it,  I 
opposed  it  all  the  way.  I  don't  approve  of  property 
exemptions.  I  think  they're  a  big  pain  in  the  ass  myself,  I 
think  that  the  people  who  have  those  properties  always  want 
all  the  public  services  just  like  everybody  else.  Here,  you 
get  these  properties,  churches,  and  all  this  stuff,  and 
they're  not  contributing. 

Do  you  have  any  recollections  as  to  why  these  two — 
historical  and  agricultural — land  propositions  failed  in  1962 
when  the  private  golf  courses  had  passed  two  years  earlier? 

We  didn't  get  organized.  Nobody  did  anything  against  the 
golf  courses,  but  they  did  something  against  the  1962  one. 
Brown  was  running  for  reelection  in  1966  when  the  Williamson 
Act.  passed.  They  had  already  passed  some  statutory  stuff, 
which  was  made  legal  by  the  passage  of  the  constitutional 
amendment.  Nobody  said  that,  but  that's  the  fact.  Governor 
Brown  thought  he  was  in  trouble,  and  I  guess  he  was;  he  was 
running  for  the  third  term.  So  he  embraced  this  Williamson 
Act.  Williamson  was  a  Democrat  from  Bakersfield.  I  don't 
know,  but  I  think  he  gave  up  office  that  year.  He  got  licked 
that  year,  I  think.  I  think  he'd  been  a  legislator  about 
three  or  four  terms  and  then  he  got  licked  by  a  Republican. 
I'm  pretty  sure  he  got  licked  in  1966.^ 


1.  Williamson  was  defeated  by  William  Ketchum. 
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So  what  you’re  suggesting  is  that  you,  at  least,  were  never 
particularly  persuaded  that  open  space  was  endangered  by  the 
property  tax. 

No.  I  felt  that  if  a  county  wanted  to  have  open  space,  even 
if  they  got  these  open  spaces,  they  should  use  their  zoning 
power  to  preserve  the  open  space,  and  they  should  be  prepared 
to  fight  it  out  with  the  owners  of  these  things.  If  this  is 
so  important  to  them,  then  they  should  use  their  zoning 
power.  I  don’t  know  when  the  year  came  that  all  the  counties 
had  to  have  a  general  plan. 

It  was  the  late  sixties  sometime. 

They  didn’t  have  it  at  that  time.  Then,  when  the  people  did 
get  the  Williamson  Act,  very  few  counties  put  any  zoning 
around  the  Williamson  Act  stuff,  and  you  sort  of  had  scandals 
in  your  county  just  on  that  very  thing.  Gosh,  you’d  have  an 
open  space  and  somebody’s  building  there  thinking,  well,  gee, 
this  is  going  to  be  open  space  and  I’m  going  to  be  living  in 
the  country.  Next  thing  you  know,  boom!  It  seemed  to  be 
that  you  needed  some  guarantees  that  it  wasn’t  going  to  go 
away,  other  than  the  ten-year  rule  that  was  established.  And 
second,  it  seemed  to  me  that  if  you  were  going  to  grant  open 
space,  you  at  least  ought  to  have  some  kind  of  public  access 
to  it.  I  don’t  say  that  you  guys  can  trample  all  over  the 
wheat  fields,  but  it  certainly  seemed  to  me  that  the  guy 
should  let  there  be  paths  through  the  thing  to  go  from  one 
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place  to  another  and  that  kind  of  stuff.  Well,  they  never 
did  that  as  far  as  I  know.  So  what  you  had  was  a  thing  where 
this  guy  got  a  gift  of  the  public  money  for  nothing, 
excepting  that  he  wanted  it  in  the  open  space.  Then,  the 
bulk  of  the  open  space  property  in  California  was  not  where 
the  people  lived  anyway.  It  was  up  in  the  San  Joaquin  Valley 
and  was  just  a  tax  gimmick. 

Was  the  Williamson  Act  in  part  a  way  of  offsetting  the  fact 
that  your  more  efficient  administration  was  beginning  to 
raise  rural  tax  assessments? 

Yes.  No  question  about  that.  But  one  of  the  things  about 
raising  assessments  is  it  puts  more  land  on  the  market  and 
makes  the  market  an  efficient  allocator  of  ownership  of 
land.  When  you  get  rid  of  property  taxes  on  land,  then 
there’s  no  impetus  to  sell  it.  The  reason  the  Pilgrims  and 
those  guys  in  this  country  got  so  hopped  up  about  property 
taxes  was  that  they-  didn’t  want  to  have  big  holdings  like  the 
English  aristocracy  had.  If  you  were  going  to  own  a  piece  of 
land,  you  had  to  use  it.  Well,  now  we’re  going  back  to  all 
being  goddamn  aristocrats.  I  don’t  understand  that,  but 
that’s  what  we’re  doing. 

Ironically,  I  think,  the  environmental  movement  has  had  quite 
a  bit  to  do  with  that. 

Well,  they’re  aristocrats,  so  what  do  you  expect?  I’m  for 
saving  parks  and  nice  looking  places  and  all  that  kind  of 
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thing,  but  I  think  you  can  do  it  with  your  zoning  power.  You 
can  do  it  with  your  planning  power.  You  can  work  with  the 
owners  of  these  properties  if  they  really  are  interested  in 
that  stuff.  We’ve  done  it  with  timber;  we’ve  done  it  with 
lots  of  things.  I  don’t  think  you  have  to  give  a  tax  break 
too.  In  this  case,  we  gave  the  tax  breaks  first  and  then 
came  in  with  the  planning,  as  far  as  I  can  see.  If  the 
purpose  of  this  open  space  was  to  make  it  nice  around  cities, 
it  didn’t  do  that  because  there’s  precious  little  open 
space.  The  only  open  space  in  L.A.  County — of  course,  the 
supervisors  wouldn’t  buy  the  idea — was  Catalina  Island. 

Then,  they  went  out  and  got  a  charitable  exemption.  I  voted 
against  it,  and  the  goddamn  court  gave  it  to  them. 

Now,  one  thing — it  may  have  been  a  minor  issue,  I  don’t 
know — but  I  noticed  all  the  way  through  the  early  sixties  you 
were  in  something  of  a  battle  with  insurance  companies  over 
the  retaliatory  tax. 

This  is  a  legislative  scheme  and  I  don’t  remember  spending 
much  board  time  on  it.  We  just  levied  a  tax^  and  forgot 
about  it.  I  think  the  companies  pretty  much  went  to  court  on 
that  one. 

They  did. 

We  didn’t  have  an  effective  insurance  hearing  procedure  until 


1.  A. B.  1579,  1959  Reg.  Sess. ,  Cal.  Stat.,  ch.  2120. 
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sometime  in  the  seventies.  There  was  nothing  in  the 
insurance  code  authorizing  a  hearing.  I  remember  one  time  we 
finally  got  one  company  that  had  some  real  grungy  problem 
andthey  didn’t  want  to  go  to  court  about  it,  so  we  just  used 
the  hearing  procedures  for  the  sales  tax  to  deal  with  them. 
Then,  by  this  time,  I  started  getting  on  legislative 
committees  of  the  board  and  so  the  board  supported  putting  in 
the  insuremce  tax  law,  a  regular  hearing  procedure  like  we 
had  in  all  the  other  tax  laws.  The  insurance  tax  law  is  one 
of  these  real.  .  .  .  Industry-written  tax  bills  ax~e  the 

pits;  they  just  don’t  have  all  the  fundamentals .  So  we  had 
to  go  and  get  it  in  in  order  to  handle  the  business  that  came 
out  of  the  thing,  and  then  we  started  having  a  lot  of 
insurance  tax  hearings  after  that. 

But  you  don’t  recall  that  it  was  a  big  board  issue. 

I  don’t  remember  talking  much  about  it.  It’s  pretty 
mechanical.  I  mean,  the  other  state  levies  the  tax  against 
you,  so  you  levy  the  tax  against  them;  it’s  just  as  cold  as 
that . 

There  was  another  irony.  There  had  been  a  motor  vehicle 
transportation  license  tax.  I  think  this  was  basically  a 
truck  and  bus  tax? 

We  got  rid  of  that. 

Yes,  but  only  after  quite  awhile.  It  was  passed  in  1937,  and 
I  see  references  from  the  mid-fifties  on  to  the  board  saying 
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it’s  a  very  expensive  tax  to  administer,  it’s  an  unfair  tax, 
legislature  repeal  it.  But  it  didn’t  get  repealed  until 
1973.  Why  such  a  long  delay? 

NEVINS:  This  is  a  spite  tax  by  the  railroads  against  the  trucking 

business.  It  was  only  against  common  carriers.  It  wasn’t 
against  private  carriers;  it  wasn’t  against  truck  owners 
generally.  It  was  just  against  common  carriers.  It  didn’t 
apply  to  the  carriage  within  a  city.  If  you  were  a  common 
carrier  and  you  just  operated  inside  the  city  of  Los  Angeles, 
you  didn’t  pay  any  tax.  But  if  you  went  over  to  Inglewood, 
then  you  paid  the  tax  measured  by  the  charges  you  made  from 
the  shipment  from  L.A.  into  Inglewood.  Or  if  you  went  into 
unincorporated  county  territory,  that’s  going  outside  the 
city  boundary.  So  we  get  into  some  really  weird  deals,  and 
one  of  the  weirdest  ones  was  that  this  trucking  company  in 
Vernon  or  someplace  like  that  had  a  piece  of  property  all  in 
Vernon,  excepting  the  railroad  right-of-way  was 
unincorporated.  It  was  right  next  to  their  property.  So 
sometimes  they  went  into  their  property  across  this  thing  and 
sometimes  they  didn’t.  Well,  how  do  you  do  that?  In  Fresno, 
we  had  one  where  the  unincorporated  county  was  in  the  middle 
of  the  street,  and  the  trucker  had  his  business  there.  So 
when  he  went  out  and  turned  right,  he  wasn’t  subject  to  the 
tax;  if  he  went  out  and  turned  left,  he  was.  I  mean,  stuff 
like  that.  Well,  we  just  laid  it  on  the  legislature.  What 
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happened  was  that  George  Miller,  who  was  the  big  senator  at 
that  time,  in  the  early  sixties  got  the  rate  cut  from  3 
[percent]  to  1.5  [percent].  Of  course,  that  made  the  expense 
a  greater  proportion.  Finally,  T  don’t  remember  what  we 
did.  Reagan  was  governor,  and  we  just  really  pushed  hard  on 
that;  one  and  said,  "This  tax  is  so  bad.”  Here  is  this 
expense  collecting  this  thing.  It  was  one  of  these  taxes  all 
went  to  special  funds,  one  of  those  deals.  I  think  the  way 
we  sold  it  to  the  Reagan  people  is,  "If  you  get  rid  of  this 
tax,  we  can  take  the  auditors  in  that  and  get  a  lot  more 
money  on  the  sales  tax,  which  you  can  spend."  You  suddenly 
get  their  attention  when  you  do  that.  That’s,  I  think,  how 
we  got  that  one  done.  The  audit  hours  and  recovery  on  that 
one  was  terrible.  I  mean,  first  they  did  it  a  1,5  percent 
rating.  You  always  had  hearings.  I  mean,  it  was  a  zoo. 

[End  Tape  5,  Side  A] 

[Tape  5,  Side  B  blank] 
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6,  Side  A] 

Mr.  Nevins,  we  left  last  time  in  the  mid-1960s,  so  I  think  I 
would  like  to  pick  up  with  the  property  tax  issues  in 
1964-1965,  because  that  certainly  seems  to  have  been  a  year 
of  action.  The  assembly  had  a  multivolume  study  that  came 
out  in  1964-1965.  The  Unruh-Petris  Bill  came  out.  Pat  Brown 
had  his  own  nine-point  plan,  and  the  Board  of  Equalization 
came  out  with  a  fifteen-point  plan.  Obviously,  a  person 
would  scratch  his  head  and  ask  why  all  of  this  sudden 
interest  in  taxation  and  property  taxes. 

There  were  a  number  of  things  that  came  together  in  the  late 
fifties  and  early  sixties.  The  schools  were  expanding  at 
that  time  very  rapidly.  This  is  the  time  of  the  so-called 
baby  boom  so  there  was  a  big  growth  in  school  population. 

The  districts  needed  money  to  build  new  schools,  to  expand 
classes,  to  improve  the  quality,  and  all  that  sort  of  thing. 
At  that  time,  the  property  taxes  were  80  percent  of  the 
support  of  public  schools  in  California.  The  state  [gave]  15 
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[percent],  16  percent,  and  there  was  a  little  federal  money, 
even  in  those  days.  So  the  pressure  was  on  county  assessors 
and  the  board  to  try  to  improve  property  assessments  and  make 
them  more  fair.  There  are,  really,  two  issues  that  go 
together  with  property  taxes.  One  is,  is  there  some 
relationship  in  every  county  to  market  value?  The  board 
early  on  picked  out  25  percent.  This  seemed  to  be  the 
average  assessment  level.  In  other  words,  property  was  taxed 
at  25  percent  of  its  value.  People  like  me  said  it  should  be 
taxed  at  100  percent,  and  the  rates  be  lowered  accordingly. 
But  in  any  event,  that  was  the  first  issue.  Among  the 
fifty-eight  counties  of  California,  there  was  a  great 
variance  about  what  the  assessment  level  [should  be] .  Some 
counties  were  down  to  15  [percent],  16  [percent],  17  percent, 
some  were  up  around  23  [percent],  24  [percent].  Before  I  got 
on  the  board,  they’d  issued  these  so-called  equalization 
orders  to  raise  the  counties  up  to.  .  .  .  I  forgot  what 
number  we  raised  it  to.  It  says  in  the  annual  reports.  It’s 

like  24  percent  or  something  like  that.  This  is  a  clumsy 
approach.  I  think  while  I  was  on  the  board,  we  raised  two 
counties,  and  they  agreed  to  the  raises.  In  other  words,  the 
assessor  let  us  take  the  heat  for  raising  the  value, 
de  GRAAF:  I  guess  there  was  an  arbitrary  percentage;  you  didn’t  have  a 

set  formula  or  ruling. 


NEVINS: 


Not  really,  and  that  was  one  of  the  problems.  So  about  the 
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time  Dave  Doerr  was  hired  by  the  legislature  when  Jesse  Unruh 
started  his  reforms  and,  as  I  recall,  Dave  came  on  about 
1962,  1963,  somewhere  along  in  there.  He’s  the  one  that 
started  the  legislature  making  these  studies  that  you 
discussed  here  in  the  little  brown  books.**-  The  point  I’m 
trying  to  make  is,  a  lot  of  different  people  were  interested 
in  getting  property  taxes  fixed  up. 

The  next  issue  was  trying  to  have  uniformity  of 
assessments  within  the  county  of  all  the  different  kinds  of 
property — that  is,  business  property,  farms,  industrial 
property,  business  equipment,  and  homes.  A  lot  of  counties 
had  gotten  into  the  practice  of  keeping  home  assessments 
low.  Alameda  County  and  San  Francisco  County  are  good 
examples  of  that.  In  San  Francisco  County,  the  assessment 
level  average  was  around  24  percent,  but  what  they  did  is, 
they  assessed  business  persona]  property  at  50  percent  and 
the  homes  around  11  percent,  and  they  kept  business  real 
estate  fairly  high  and  then  took  care  of  their  friends.  This 


1.  These  were  fourteen  volumes  put  out  by  the  Assembly  Interim 
Committee  on  Revenue  and  Taxation,  chaired  by  Nicholas  C.  Petris.  The 
series  is  Assembly  Interim  Committee  Reports,  vol.  4,  nos.  8-21,  and  they 
came  out  between  late  1963  and  1966,  with  the  majority  coming  in  1964. 
Each  volume  reviews  a  different  category  or  facet  of  taxes.  David  Doerr 
coauthored  three  of  these,  including  Taxation  and  Property  in 
California:  A  Major  Tax  Study,  by  far  the  longest  report.  The  senate 

issued  a  parallel  series  of  studies  from  its  Senate  Fact-finding 
Committee  on  Revenue  and  Taxation,  chaired  by  George  Miller,  Jr.  These 
were  nine  individually  titled  reports,  all  issued  in  1965.  Both 
committees  were  formed  in  the  1963  legislative  session  to  undertake  a 
” comprehensive  study  of  the  tax  system”  currently  in  effect  in  the  state 
and  localities,  and  some  of  their  findings  were  incorporated  in  the 
Unruh-Petris  Bill  of  1965  and  subsequently  in  A.B.  80. 
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business  of  taking  care  of  their  friends  was  what  got  the 
assessor  into  jail  eventually.  So  we  got  into  this 
business.  You’ll  see  this  word  called  ”coeff icient  of 
dispersion”  somewhere  along  in  these  annual  reports.  What  we 
were  trying  to  do  is  to  get  all  the  different  kinds  of 
properties  assessed  at  closer  to  a  uniform — a  standard  ratio, 
as  I  call  it — percent  of  market  value.  These  things  were  all 
coming  together  at  the  same  time.  The  board  had  improved  its 
ability  to  advise  assessors  in  its  Division  of  Assessment 
Standards.  We  had  a  Division  of  Intercounty  Equalization 
that  could  measure  assessment  levels  much  better.  Ronald 
Welch  who,  incidentally,  is  still  alive,  developed  that  whole 
process.  So  we  were  publishing  this  information  for  the 
first  time.  We  started  doing  that  in  the  sixties.  I  think 
before  that  the  information  had  been  available  but  had  never 
been  published.  Anyway,  we  started  publishing  this 
information.  We  started  talking  publicly  about  coefficient 
of  dispersion.  About  the  same  time,  there  had  been  a  big 
turnover  in  assessors’  offices.  When  I  first  came  in,  a  lot 
of  the  assessors  had  been  elected  to  the  job  in  the  late 
thirties  and  during  the  war.  About  the  time  I  came  in,  there 
was  a  turnover  of  new,  more  professional  people,  people  who 
were  real  appraisers  and  weren’t  sort  of  county  employees 
that  needed  a  job. 

Historically,  had  there  been  any  particular  qualifications 


for  a  county  assessor’s  job? 
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No.  In  the  election  world  generally,  qualifications  are 
pretty  hard  to  establish  because  then  you  run  into  different 
kinds  of  biases.  I  believe  the  attorney  general’s  the  only 
one  that  has  a  qualification.  I  think  he  has  to  be  a  member 
of  the  bar.  But  there  was  a  time  in  California  where  he 
didn’t  have  to  be  a  member  of  the  bar.  Justices  of  the 
California  Supreme  Court  also  did  not  have  to  be  members  of 
the  bar  for  a  long  period  of  time.  I  know  they  have  to  be 
members  of  the  bar  now.  In  any  event,  the  board  started 
working  with  county  supervisors,  and  we  had  a  very  close 
relationship  with  the  supervisors’  association,  with  the 
League  of  Cities,  and  with  the  school  people  to  try  to 
improve  the  quality  of  people  working  in  assessors’  offices, 
trying  to  get  salaries  that  would  attract  professional, 
quality  people.  Let  me  give  you  some  numbers  that  will  help 
you  with  this  a  little  bit.  When  I  came  into  office,  a 
typical  assessor’s  office  was  spending  85  percent  of  their 
budget  on  the  mechanical  process  of  getting  out  of  the  roll, 
typing  it  up  and  all  that  stuff,  extending  the  rate.  What  we 
wanted  to  do  was  get  that  down  to  10  [percent]  or  15  percent 
of  the  budget  and  have  50  [percent]  or  60  percent  of  the 
budget  spent  on  appraisers’  salaries,  and  then  have  support 
clerks  for  the  other  work.  In  other  words,  a  lot  of  the  work 
is  rather  routine  and  we  wanted  clerks  to  do  that.  We  wanted 
to  have  regular  reappraisal  programs  established  in  the 
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counties.  We’d  like  the  counties  to  at  least  reappraise  20 
percent  of  their  property  every  year,  and  more  if  they 
could.  We  wanted  to  have  audit  programs  on  the  business 
inventories  and  equipment  so  that  the  statements  filed  by  the 
taxpayers,  we  could  be  assured,  were  reasonably  correct. 
Before  the  mid-sixties,  there  were  no  regular  audits  of 
business  inventory? 

Very  little.  In  the  sixties,  I  would  say  that  we  went  from 
practically  no  audits  to  lots  of  audits.  I  would  say  that 
most  counties,  by  the  end  of  sixties,  had  a  complete  audit 
program.  Most  of  the  counties,  not  all  of  them.  We  started 
on  this  business  of  collecting  data  on  sales  and  residential 
property.  One  of  our  people,  [Robert]  Bob  Gustafsson, 
developed  a  system  where  you  could  correlate  home  sales  with 
certain  indicators,  and  one  of  the  best  indicators,  it  turned 
out,  was  building  costs.  In  other  words,  if  building  costs 
went  up  5  percent,  then  you  usually  found  homes  went  up  in 
value  5  percent.  We  collected  a  lot  of  information  which  put 
counties  in  a  position,  if  they  chose  to,  using  their  new 
data  processing  systems  which  they  were  using  to  get  out  the 
roll,  they  could  use  the  same  equipment  to  estimate  the 
selling  prices  of  residential  property.  By  the  time 
Proposition  13  came  along,  some  counties  were  in  a  position 
to  estimate  the  selling  price  of  apartment  houses,  if  they 
weren’t  particularly  complicated,  and  smaller  commercial 
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property.  Ventura  County,  in  particular,  was  in  a  position 
to  do  that.  Orange  County  had  a  lot  of  capability  but  their 
assessor  had  some  problems. 

Was  that  [Andrew]  Hinshaw? 

Hinshaw  eventually  went  to  jail.  I  knew  Andy  quite  well, 
unfortunately.  What  we  were  doing  is,  we  were  beginning  to 
change  the  assessing,  which  had  been  sort  of  a  clerical 
function  through  the  forties,  into  a  professional  appraising 
operation.  California  was  a  leading  state  in  the  United 
States  in  all  this  activity.  If  you  go  back  and  look  at  the 
property  tax  collections,  you’ll  notice  they  just  soared  in 
the  sixties. 

They  did,  yes . 

Like,  doubled  every  three  or  four  years.  This,  of  course,  is 
one  of  the  things  that  led  to  Proposition  13.  It  was  my 
feeling  that  we  were  too  successful  in  our  work — and  Dave 
Doerr  was  one  of  the  first  to  remark  on  that — in  that  the 
spending  people  really  didn’t  hold  back  on  the  revenue  that 
they  were  getting.  They  had  these  statutory  rates  that  they 
were  allowed  to  levy  and  they  just  went  ahead  and  levied  them 
without  regard  for  the  fact  that  they  were  getting  maybe 
twice  as  much  money  as  they  were  before.  This  was 
particularly  true  in  the  seventies,  by  the  time  we  were 
really  reaping  the  harvest  of  all  this  technical  work  we  had 
done  in  the  sixties.  There  became  all  kinds  of  problems 


about  what  we  should  do  about  the  revenues. 
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I  may  be  getting  a  little  far  ahead  now.  I’m  interested  in 
all  of  this  building  up  to  1965,  and  I  certainly  appreciate 
the  technical  things  you’re  doing,  but  how  does  this  tie  in 
with  the  appearance  of  an  Unruh-Petris  Bill  and  a  Brown  plan 
and  so  forth? 

I’m  not  sure  I  can  remember  all  the  dates  precisely  but  it 
seems  to  me  that  the  assessors’  scandal  came  on  about  .  .  . 
July  23,  1965. 

Is  that  the  day  it  came  out? 

Yes. 

On  Memorial  Day  of  that  year,  a  man  stole  the  records  of  a 
tax  agent  that  he  was  the  employee  of  and  hid  them  in  his 
mother’s  garage.  He  then  found  an  attorney  named  [John] 
Thorpe  in  the  great  city  of  San  Jose  who  realized  that  he 
really  had  something.  Thorpe  sold  the  rights  to  the  story  on 
this  assessment  scandal  to  the  San  Francisco  Chronicle,  which 
was  in  a  circulation  war  with  the  [San  Francisco]  Examiner. 
What  this  sale  had  was  the  effect  that  this  story  was  going 
to  get  published.  It  wasn’t  going  to  be  one  of  these  stories 
that  was  going  to  die.  The  man — I’m  sorry  but  I  can’t 
remember  his  name  [James  C.  Tooke] — was  one  of  these  people 
who  kept  records  with  tremendous  precision. 

This  is  the  man  from  whom  the  records  had  been  stolen? 

Yes.  He  was  one  of  these  compulsive  record  keepers  and  he 
represented  a  lot  of  Eastern  tax  agents  as  well  having 
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clients  of  his  own  in  California.  He  had  a  lot  of  the  major 
corporations  in  California,  and  he  kept  a  record  of  how  much 
property  tax  he  saved  and  how  much  he,  in  effect,  paid  the 
assessors  that  he  worked  with.  When  this  stuff  got  revealed, 
the  first  county  that  really  worked  on  this  was  Alameda 
County,  and  the  man  who  was  the  district  attorney  [J.  Frank 
Coakley]  had  ambitions  to  run  for  governor,  president,  all 
that  kind  of  stuff.  I’m  sorry  I  can’t  remember  all  their 
names  but  if  you  go  back  you’ll  find  that  he  was  a  man  with 
presidential  ambitions  in  his  own  mind;  I  don’t  think 
everybody  else  agreed  with  it.  He  was  really  very  upset  that 
he  had  to  go  ahead  with  this  prosecution  of  the  assessor 
[Donald  E.  Feragen] ,  who,  in  this  case,  was  the  successor  to 
a  man  who  had  really  been  more  of  a  crook  than  this  guy.  But 
in  any  event,  he  did  prosecute  him.  At  the  same  time,  this 
issue  came  up  in  San  Francisco  because  San  Francisco  was  the 
leading  county:  this  county  sort  of  handled  the  things  for 
the  whole  state.  In  other  words,  if  you  were  a  tax  agent, 
you  came  to  the  San  Francisco  assessor.  He  would  take  care 
of  your  problems  all  over  the  state  and  pay  off  all  the  other 
[assessors].  We  didn’t,  of  course,  know  all  this  in  1965, 
but  we  found  out  about  it  later.  Anyway,  this  scandal 
highlighted  the  fact  that  there  should  be  a  much  better 
statutory  system  in  property  taxes  than  there  had  been. 

Thus,  these  bills  came  into  being,  and  A.B.  80.  A.B.  80  had 
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about  120  sections  in  it  when  it  started  in  the  legislature 
and  it  sort  of  languished  through  the  primary  of  1966.  The 
scandal  came  out  in  the  summer  of  1965,  but  the  prosecution 
didn’t  really  start  until  after  the  primary  of  1966.  Pat 
Brown,  the  great  governor  of  California  and  a  friend  of  mine, 
felt  that  he  should  have  some  legislation  in  this  area  in 
place  so  he  revived  this  A.B.  80,  which  had  not  been  moving 
very  well,  and  got  it  out.  They  dropped  off  about  25  or  30 
sections  of  it  so  I  think  it  came  out  with  something  like  100 
sections,  an  awful  lot  of  sections.  It  gave  the  board  a  lot 
of  authority;  it  established  a  25  percent  ratio,  and  God 
knows  what  else  it  did.  I  can’t  remember  all  of  them. 

I’ll  get  into  that  in  a  minute.  But  the  other  thing  I’m 
interested  in,  and  it  seems  to  me  that  these,  came  out  a 
little  bit  before  the  assessors’  scandal  broke.  That  is,  the 
Unruh~Petris  Bill  was  introduced  in  the  spring  of  1965, 
before  the  assessor’s  scandal  came  out.  It  never  passed  both 
houses,  but  it  seems  like  that  bill  was  almost  more  of  a 
spinoff  from  the  Doerr  reports  that  the  assembly  was  putting 
out. 

Doerr  had  an  interesting  experience.  The  assessors  had  a 
conference  in  Sacramento.  We  used  to  go  around  to  different 
counties  to  have  our  annual  conferences,  and  he  came  to  the 
conference  in  Sacramento  in  1963  or  1964,  right  after  he’d 


gotten  this  job  with  the  Assembly  Revenue  and  Taxation 


235 


Committee.  He  saw  the  thing  in  action.  There  was  a  motion 
on  the  floor  for  the  assessors  to  adopt  a  standard  ratio,  and 
then  there  were  all  these  speeches  and  stuff.  I  think  there 
were  four  votes  cast  for  a  standard  ratio,  and  I  was  one  of 
them.  Doerr  got  the  picture  that  there  was  something  really 
[going]  wrong  at  that  point,  and  that’s,  I  think,  one  of  the 
things  that  really  got  all  this  going.  He  realized  there 
really  was  a  problem  and  maybe  we’d  better  do  something.  I 
can’t  remember  all  the  facts,  but  I  think,  from  a  historical 
point  of  view,  there  were  a  lot  of  people  out  there  that 
wanted  a  better  property  tax  assessment  system, 
de  GRAAF:  Now,  as  you  recall,  did  these  studies  that  Doerr  and  his 

staff  did  for  the  assembly  exclusively  focus  on  property 
taxes  or  did  they  look  at  the  whole  taxation  issue? 

NEVINS:  No,  they  looked  at  every  tax.  But  the  property  tax  one  was 

clearly  the  most  significant  because  that  had  the  most  action 
on  it  at  that  time. 

de  GRAAF:  It  seems  that  there  were  two  basic  thrusts  to  A.B.  2270,  the 

Unruh-Petris  Bill.-^  Correct  me  if  I’m  wrong.  One  was 

1.  The  Unruh-Petris  Bill,  A.  B.  2270,  1965  Reg.  Sess. ,  proposed  a 
program  of  local  property  tax  relief.  Its  main  form  of  relief  was  the 
exemption  of  business  inventories,  and  that  is  being  suggested  as  a  form 
of  equalization.  The  act  was  especially  prophetic  in  its  proposals  for 
offsetting  the  revenue  loss  by  increases  in  cigarette  taxes,  income  tax 
rates  (in  higher  brackets),  and  small  increases  in  sales,  bank  and 
corporation,  and  inheritance  taxes.  It  also  called  for  income  tax 
withholding  ("pay  as  you  earn").  A.B.  2270  passed  the  senate  but  died  in 
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several  recommendations  for  what  I  would  call  tax  relief. 

They  were  going  to  exempt  householders  *  possessions  and 
personal  items.  I  know  the  Brown  proposal  had  what  looks 
like  the  first  proposal  for  senior  citizens*  property  tax 
relief.  So  that  was  one  thrust  that,  of  course,  we  see  in 
the  later  Watson  amendments  and,  finally,  Proposition  13. 

Now,  the  other  thrust  was  one  you*ve  already  dwelled  on, 
reform  and  equalization.  These  two,  to  me,  seem  like  they 
are  somewhat  different  directions  of  tax  policy.  The  relief 
is  a  more  broad  base,  telling  all  property  taxpayers  they  are 
going  to  get  a  reduction.  Equalization  is  telling  certain 
groups  that  were  overtaxed  as,  you  said  a  few  minutes  ago, 
business  properties  tended  to  be,  that  they  were  going  to  be 
equalized  with  others.  But  it  didn’t  necessarily  tell  the 
average  taxpayer  that  he  or  she  was  going  to  get  much  of  a 
relief.  Is  that  a  fair  appraisal  of  the  two  different 
thrusts? 

Looking  at  it  from  my  point  of  view,  I  supported  the  senior 
citizens*  property  tax  relief  program.  The  thing  I  supported 
was  a  program  that  had  been  originally  started  in  Oregon,  and 
it  was  related  to  income.  I  think  the  way  the  program 


the  assembly  in  June  1965.  Its  provisions  became  the  focus  of  tax 
legislation  and  proposals  in  subsequent  years,  and  many  were  eventually 
enacted  into  law,  in  modified  forms. 
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finally  came  out,  it  was  administered  by  the  Franchise  Tax 
Board  and  became  a  refund  on  the  income  tax  base.^  The 
assessors  had  been  involved  in  it  at  the  beginning,  and  it 
just  didn’t  work  very  well.  Then  there  became  this  set 
amount  of  relief  that  was  $1,000,  something  like  that.  One 
of  the  things  that  they  were  trying  to  get  rid  of  at  that 
time  was  the  veteran’s  exemption,  which  was  a  real  nuisance. 
It  was  very  expensive  to  administer;  there  was  a  lot  of  fraud 
in  it.  So  one  of  the  [unstated]  goals  that  this  $1,000  thing 
had — I’m  sorry  I  don’t  remember  all  the  facts  on  that  but  I’m 
sure  the  annual  reports  explain  it — was  to  knock  out  the 
veteran’s  exemption,  which  has  gotten  down  to  where  it’s  just 
a  nothing  now.  The  only  thing  you  get  the  veteran’s 
exemption  on  now  is,  basically,  personal  property.  If  you 
own  a  boat  or  something  like  that,  you  can  get  it  on  that, 
and  some  people  do  at  this  time.  It  was  a  big  factor;  it  was 
complicated  to  administer.  And  some  offices  just  spend  an 
awful  lot  of  time  administering  the  veteran’s  exemption  when 
it  really  didn’t  do  much  for  anybody,  but  people  did  it. 

Doerr  was  one  of  the  people  that  wrote  that.  You  couldn’t 


1.  The  Senior  Citizens  Property  Tax  Assistance  Law,  subsequently 
designated  as  the  Gonsalves-Deukmejian-Petris  Act.  S.B.  556,  1967  Reg. 
Sess.,  Cal.  Stat. ,  ch.  963.  S.B.  556  as  amended  in  the  assembly  also  set 
aside  two  funds  which  were  the  beginning  of  business  inventory 
exemptions,  each  gradually  expanded  from  1968  on. 
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get  both.  You  could  either  take  the  veteran’s,  which  was 
less,  or  take  this  other  one,  which  was  more. 

Homeowner ’ s  exempt ion . 

That’s  the  one.  So  that  had  that  beneficial  effect  and  put 
homeowners  more  on  an  equal  basis  then  so  that  the  veterans 
didn’t  have  an  advantage  over  the  others.  Really,  there  was 
a  real  question  about  the  veteran’s  exemption.  It  had  been 
put  in  after  World  War  I  but  World  War  II  veterans,  of  whom  I 
was  one,  had  had  a  lot  of  other  benefits  which  World  War  I 
veterans  never  had.  We  really  weren’t  as  wedded  to  the  idea 
that  we  should  have  a  property  tax  exemption  as  the  World  War 
I  veterans  did.  And,  of  course,  we  were  a  lot  more  numerous. 
Yet,  the  veteran’s  exemption  has  never  been  formally 
repealed,  has  it? 

As  far  as  I  know,  it’s  still  in  existence.  But  as  I 
understand  it,  nobody  advertises  it  and  the  veteran  really 
has  to  know  about  it  to  go  get  it.  Basically,  he  has  to  use 
it  on  something  other  than  his  home.  One  thing  on  the  senior 
citizens  part.  At  that  time,  there  was  a  lot  of  information 
available  that  senior  citizens  were  really  rather  badly  off 
economically.  As  politicians,  we  knew  they  voted,  and  they 
had  a  tendency  to  vote  against  everything  in  their 
communities.  Pasadena  was  a  very  good  example  of  that.  They 
were  holding  back  schools  and  everything  else.  We  thought  if 
we  could  just  take  the  edge  of  this  property  tax  off,  we’d 
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keep  them  out  of  these  things  where  they  didn’t  really  have 
much  financial  interest.  I  don’t  know  whether  it  was  very 
effective.  I  don’t  think  it  was  that  effective  a  program, 
really. 

Was  George  McLain  active  by  this  time? 

He  was  pretty  much  out  of  it.  I  met  some  of  his  people. 

There  was  a  woman  that  was  sort  of  the  inheritor  of  his 
organization  and,  basically,  they  got  into  having  a  home  for 
the  aged  in  Fresno  and  were  really  not  a  political  force  by 
the  time  I  got  into  politics.  I  met  them,  but  they  didn’t 
make  much  out  of  me. 

So  there  was  no  significant  organization  or  person  a  la 
Howard  Jarvis  beating  the  drums  for  senior  citizen  property 
tax  relief  at  this  time. 

No,  not  really.  I  think  that  the  people  who  were  pushing  for 
senior  citizen  relief  were,  again,  school  and  community 
people  who  were  trying  to  get  bond  issues  passed  and  things 
like  that.  They  felt,  gosh,  if  we  get  these  people  out  of 
our  hair  for  a  very  small  amount  of  money,  we  can  get  our 
bond  issues  passed.  I  think  that  was  really  what  was 
motivating  those  people. 

Sticking  with  1965  for  a  minute,  the  other  thing  that 
fascinates  me  is  that  here  you  have  a  Democratic  governor, 
the  Democrats  in  control  of  the  assembly  and  the  senate,  and 
yet,  you  have  complete  disagreement.  The  Unruh-Petris  Bill 
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passes  the  assembly,  but  the  senate  won’t  buy  it.  Brown  puts 
forth  his  own  nine-point  plan  and  neither  house  will  buy  it. 
How  do  you  account  for  this  discord  among  the  Democrats  over 
tax  relief  and  reform  in  1965? 

I  think  there  were  a  lot  of  things.  First,  the  senate,  even 
though  it  was  a  controlled  by  Democrats,  if  you  go  back  and 
look  at  the  composition  of  the  senate  at  that  time,  you’ll 
find  that  there  were  quite  a  few  old  fuddy-duddy  types 
there.  Hugh  Burns  was  definitely  in  charge — he  just  died 
[November  1988] — and  the  senate,  basically,  was  quite  a 
conservative  organization  at  that  time,  much  more 
conservative  than  the  assembly.  I  don’t  think  you  can  say 
that  today.  But  at  that  time,  it  was  a  more  conservative 
group.  You  have  to  remember  how  it  was  apportioned  in  those 
days.  The  senators  were  very  close  to  their  county 
supervisors  and  local  government,  and  if  the  local  government 
people  didn’t  want  some  of  this  stuff.  .  .  .  Remember  that 
the  small  rural  counties  were  overrepresented  in  the 
legislature  and  the  senate.  They  tended  to  be  some  of  the 
more  backward  counties  on  property  taxes.  They  were  loaded 
with  farm  bureau  types  who  are  clever  tax  avoiders.  God,  you 
just  can’t  believe  how  skillful  they  are.  I  don’t  think  that 
the  programs  of  the  school  people  and  others  were  really  very 
clearly  presented,  in  some  cases.  They  used  to  come  up  with 
pie  in  the  sky.  I  don’t  think  they  made  their  programs 
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clearly  needed  enough,  if  you  can  follow  that  line  of 
reasoning.  That’s  what  you  have  to  do  in  politics.  You’ve 
got  to  get  the  need  very  clear,  and  I  don’t  think  that  was 
that  clear  at  that  time.  T  think  a  lot  of  people  felt 
strongly — and  I  was  one  of  them — that  education  needed  a  lot 
of  support,  but  not  everybody  felt  that  at  that  time.  I 
think  most  people  didn’t  feel  there  was  that  much  of  a  tax 
problem. 

You  don’t  have  any  grass  roots  tax  revolt  feeling  in  1965. 

No.  There  are  always  people  in  every  area  of  the  state — Los 
Angeles  had  them  and  I  think  Jarvis  was  beginning  to  get 
started  at  that  time — who  opposed  tax  measures.  But 
everybody  had  been  through  that  for  years  so  there  wasn’t  a 
new  thing.  You  didn’t  feel  there  was  some  big  problem  out 
there.  Remember,  inflation  was  very  low  in  those  days,  3 
[percent]  or  4  percent  a  year,  something  like  that,  so  that 
people  didn’t  feel  oppressed  that  way.  Wages  were  rising 
faster  than  costs.  There  was  a  good  bit  of  prosperity  in 
California  at  that  time,  no  question  about  that.  So  I  don’t 
think  there  was  popular  unrest.  The  only  thing  is,  the 
people  at  the  top  saw  this  messy  system  bringing  in  all  this 
money.  Remember,  the  property  taxes  brought  in  as  much  money 
as  all  the  other  revenue  plans  put  together  and  more  than 
that.  So  the  feeling  was,  from  the  state’s  point  of  view,  if 
you’re  going  to  raise  all  this  money,  you’ve  got  to  have  a 


more  modern  way. 
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Do  you  have  any  thoughts  or  reflections  on  Brown’s 
relationship  to  the  legislature?  Because  I  was  struck  that 
his  bill  didn’t  pass  either  house. 

I  think  Brown’s  problem  was — and  it’s  one  that  a  lot  of 
governors  since  have  taken  heart  on — Brown  just  had  too  many 
legislative  thrusts,  and  he  didn’t  follow  through  on  a  lot  of 
them.  That  was  part  of  his  problem.  If  he  had  a  bill  that 
he  was  really  interested  in  and  then  really  worked  on  it  with 
the  legislature,  he  could  generally  get  it  through.  You 
know,  go  out  and  find  the  lobbyists  that  were  in  favor  of  it, 
try  to  deal  with  the  lobbyists  that  were  opposed  to  it,  which 
is  what  you’ve  got  to  do  to  get  a  bill  out.  When  he  really 
did  it,  he  could  get  the  bills  out,  there  was  no  question 
about  that.  But  he  didn’t  do  it  all  the  time.  He’d  announce 
a  program  and  then  sort  of  walk  away  from  it.  I  don’t  think 
he  was  that  concerned  about  taxes.  He  came  from  San 
Francisco,  and  it  really  didn’t  have  that  big  a  problem  with 
schools.  It  has  a  funny  system  compared  to  all  the  other 
counties.  [San  Francisco]  schools  at  that  time  were  run  by 
the  board  of  supervisors,  as  I  remember.  I  don’t  think  they 
got  a  school  board  until  ten,  fifteen  years  ago.  He, 
personally,  didn’t  feel  very  strongly  about  it.  There  were 
people  around  him  that  did,  but  he,  personally,  wasn’t  all 
wrapped  up  in  it. 

That’s  a  good  point.  Now,  the  other  thing  that  I  find  very 
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interesting  is  that,  apparently,  after  the  defeat  of  the 
Unruh-Petris  Bill  in  the  senate  and  the  failure  of  [Governor] 
Brown’s  bill  to  go  anyplace  and  after  the  assessors’  scandal 
broke  is  when  the  board  puts  forth  this  fifteen-point  plan.-^ 

NEVINS:  Remember,  I  was  dealing  with  older  men.  George  Reilly  was 

the  youngest  of  the  men.  I  was  in  my  early  forties.  Reilly 
was  in  his  sixties.  Lynch  was  approaching  seventy.  Leake 
was  in  his  seventies.  The  controller  was  Alan  Cranston. 

Alan,  remember,  had  these  inheritance  tax  appraisers,  and  he 
was  very  close  to  them,  and  they  were  located  at  a  county 
level.  Each  county  had  its  inheritance  tax  appraiser.  So  he 
didn’t  like  to  rock  the  boat  in  counties  any  more  than  he  had 
to. 

de  GRAAF:  Were  inheritance  tax  appraisers  directly  under  the  controller 

rather  than  the  board? 

NEVINS:  They  served  at  the  pleasure  of  the  controller,  to  use  that 

wonderful  expression,  and  he  had  appointed  quite  a  lot  of  new 
ones.  I  think  he  replaced  almost  all  of  the  ones  that  had 
it.  The  inheritance  tax  law  that  we  had  at  that  time  had 


1.  These  proposals  included  several  that  had  been  in  A.B.  2270  or 
Governor  Brown’s  bills:  senior  citizen  property  tax  relief,  exemptions 
on  household  furnishings,  and  a  property  transfer  tax.  They  also 
proposed  greater  opportunity  for  public  inspection  of  assessors’  records 
and  for  a  system  of  assessment  appeals  boards.  Prophetic  of  A.B,  80  was 
the  call  for  uniform  25  percent  of  full  value  assessment  and  measures  to 
improve  intercounty  equalization.  These  points  were  put  forth  in  State 
Board  of  Equalization,  Suggestions  for  Property  Tax  Legislation,  October 
1,  1965,  and  are  summarized  in  its  Annual  Report  of  1964-65, 
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been  established  about  1910,  and  there  were  people  who  had 
been  appointed  after  the  passage  of  the  act  that  were  still 
inheritance  tax  appraisers.  They  thought  they  owned  the 
jobs.  Some  of  them  really  got  upset  when  they  were  fired,  on 
the  theory  that  "This  is  my  job."  Of  course,  it  was  a 
political  patronage  job.  The  controllers,  historically,  used 
these  people  to  help  them  raise  campaign  funds  and  help  their 
campaign  in  whatever  county  it  was,  and  it  was  a  good  scheme, 
worked  like  crazy,  there  is  no  question  about  it.  Every  now 
and  then,  I  meet  one  of  these  people.  In  fact,  I  met  one  the 
other  day  that  still  is  an  inheritance  tax  appraiser. 

They’ve  changed  the  system  a  lot.  They  have  exams  and  stuff 
like  that.  But  we  rented  a  house  at  the  beach  and  here  this 
guy  came  up  that  I’d  know  way  back  when  Cranston  was  the 
controller  and  he  lasted  through  the  Republican  controller 
and  still  was  working  down  there.  He  was  out  looking  at  the 
house.  [Laughter]  I  was  surprised.  Leake  represented 
northern  California,  which  had  a  lot  of  counties.  Maybe  half 
the  counties  in  the  state  were  in  his  district.  He  had  an 
assistant,  Anson  Crutcher,  who  was  very  close  to  local 
government.  He  knew  everybody  in  every  county,  took  care  of 
all  these  problems.  They  weren’t  too  anxious  to  move  ahead 
with  any  reforms.  In  other  words,  they  liked  it  the  way  it 
was.  I  don’t  know  how  much  you’ve  dealt  with  small,  local 
governmental  units  but  it’s  sort  of  a  club.  I  think  Crutcher 
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and  Leake’s  position  was  they  didn’t  want  to  rock  the  boat 
too  much*  I’d  say  that  Lynch  was  more  interested.  He  had  a 
lot  of  children — I  think  he  had  six  or  seven  kids — and  he  was 
more  interested  in  getting  the  school  system  going.  He 
tended  to  favor  my  position  more.  Reilly  just  wasn’t  into 
programs  like  this  at  all.  So  it  was  hard  to  get  this  thing 
through  the  board.  I  don’t  know  what  moved  Cranston  to 
support  it. 

I  don’t  think  there  was  anything  in  the  fifteen  points  that 
dealt  with  inheritance. 

No,  it  wouldn’t  have  dealt  with  inheritance  tax.  I’m  just 
trying  to  say  that  in  a  small  county  you  have,  usually,  the 
chairman  of  the  board  of  supervisors,  the  district  attorney, 
maybe  the  chief  judge,  the  sheriff,  and  the  assessor.  They 
meet  every  day  or  two  at  a  restaurant  for  breakfast  and 
discuss  what  are  we  going  to  do  in  this  county  today.  That’s 
the  gist  of  what  they  say.  The  assessor  knows  where 
everything  is;  the  sheriff  knows  who  all  the  bad  people  are; 
the  district  attorney  knows  what  he’s  going  to  do  about  the 
bad  people;  and  the  judge  is,  am  I  going  to  do  it  or  not? 

All  this  separating  of  power  you  read  about  in  books  doesn’t 
exist  in  small  counties,  or  didn’t  in  those  days.  You  had  to 
deal  with  a  whole  bunch  of  them. 

So  what  you’re  saying  is  that,  instead  of  wondering  about  the 
details  of  the  fifteen  points,  the  first  thing  we  should 


wonder  is  how  they  ever  got  through  in  the  first  place. 
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That’s  right.  But  they  did.  I  think  the  pressure  was 
building  up,  that’s  what  you  can  say. 

There’s  an  interesting  official  explanation  for  this  in  the 
1964-1965  [Board  of  Equalization]  annual  report.  Whoever 
wrote  that  report  disclaims  that  the  board  was  trying  to  do 
anything  novel.  Instead,  it  says,  and  I  quote,  ”Our 
objective  was  to  further  a  consensus. tf 

That’s  sort  of  the  way  the  board  always  operated.  We  tried 
to  move  the  assessors  along  and  get  them  to  be  their  own 
moving  party.  Our  control  over  them  statutorily  was  rather 
slight.  Then,  you  always  had  board  members  who  didn’t  really 
want  to  use  their  power.  It’s  funny  about  power.  You  hear 
everybody  talk  about  it  as  if  it’s  this  horrible  thing,  and 
yet,  a  lot  of  people  are  afraid  of  it,  afraid  to  really  do 
things,  afraid  of  the  bad  results  that  will  come  of  it.  And 
that  characterized  the  board  members,  other  than  me. 

Before  we  leave  the  fifteen  points,  which,  basically,  it 
seems  to  me,  were  a  combination  of  the  Unruh-Petris  and  the 
Brown  points,  with  a  few  more  technical  things  that  they 
hadn’t  thought  of.  Would  you  say  that  these  were  the 
foundation  for  A.B.  80,  or  was  A.B.  80  shaped  largely 
oblivious  to  these  fifteen  points  of  the  board? 

I  think  the  board  had  a  property  tax  program  because  they 
felt  with  all  this  stuff  going  on,  it  had  to  have  something, 


and  that,  I  think,  is  the  reason  they  had  a  plan.  These 
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other  board  members  went  for  this  because  they  felt,  well, 
gee,  here  we  are,  the  property  tax  agency  of  the  state,  and 

we  don’t  have  a  plan.  People  will  wonder  why  they  have  us. 

That  issue  came  up.  I  think  that  motivated  that  plan.  I  was 
the  guy  who  wanted  to  do  a  whole  lot  of  stuff,  and  they 
wanted  to  be  in  a  position  where  they  said,  ”We’re  for  all 
this  stuff  here.”  So  that  we  wouldn’t  look  like  we  were 
doing  nothing.  I  think  that  was  the  position  of  the  board. 

Is  it  fair  to  say  that  the  centerpiece  of  these  fifteen 
points  was  equalization  of  rates? 

Equalization  of  assessments.  As  the  board  members  became 
more  aware  of  what  was  actually  going  on  in  the 
counties.  .  .  .  Remember,  we  were  having  these  appeals  that 

came  to  us  from  the  counties.  Our  people  would  be  out 

measuring  these  assessment  levels.  Our  staff  would  appraise 
property  that  the  counties  had  appraised,  then  we’d  have  a 
different  value,  a  higher  value,  and  this  would  make  the 
county  ratios  low.  I  don’t  want  to  go  into  the  mechanics  of 
all  that,  although  I  think  the  annual  reports  explain  pretty 
well  what  we  were  doing.  The  board  was  becoming  aware  that 
there  were  really  tremendous  dispersion  problems  in  the 
county  and  that  it  really  wasn’t  very  fair  to  have  some  guy 
assessed  at  25  percent  and  have  somebody  else  at  8  [percent] 
or  10  [percent]  or  15  percent.  I  think  that  just  the  daily 


grind  of  hearing  these  appeals  got  some  of  the  people  on  the 
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board  [thinking]  you  can’t  do  this  forever.  The  obvious 
problem  in  some  counties  was  that  the  assessors  had  just  been 
bribed.  I  mean,  they  must  have  been  bribed,  although  we  had 
no  way  of  proving  it.  The  ratios  were  just  very  low. 

A  couple  of  things  I’d  like  to  mention  before  we  get  to  A.B. 
80,  items  that  seem  to  have  been  lurking  around  the  fringe 
but  were  never  incorporated.  You  mentioned  a  few  minutes  ago 
that  you  actually,  philosophically,  favored  full  market  value 
assessment. 

Right. 

Did  you  push  for  that  on  the  Board  of  Equalization? 

Yes,  of  course. 

Did  you  have  any  support? 

No,  not  on  the  board.  It’s  a  funny  thing.  That’s  what  we 
got  after  Proposition  13.  Within  a  year  or  two  after  passage 
of  Proposition  13,  they  raised  everything  to  100  percent.  I 

can’t  remember  all  the  reasons  for  that,  but  we  were  at  25 
percent  and  we  had  got  the  coefficients  of  dispersion  down  a 
lot  by  the  time  1978  came  along.  People  got  the  picture. 

The  assessment  appeals  boards  were  another  thing  that.  .  .  . 
People  would  start  talking  about  how  all  this  other  stuff  is 
low,  why  aren’t  we  down  there?  The  courts  wouldn’t  lower 
them  to  that  but  it  sort  of  got  the  heat  on  the  assessors  to 
get  it  up. 

In  one  sense,  there  seems  to  be  a  certain  logic  and  fairness 
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to  full  market  value  assessment.  Why  do  you  think  others 
didn’t  go  along  with  you  on  it? 

To  do  it  fairly,  you  had  to  go  and  adjust  all  these  statutory 
rates.  It  was  a  big  mechanical  job  to  do  that.  You  had  to 
adjust  every  one  of  them  and  you  had  to  deal  with  all  these 
school  bills  and  all  that.  School  finance  got  more  and  more 
complicated.  School  finance  was  very  complicated  by  1978. 

So  when  you  did  these  things,  you  had  to  go  in  and  make  all 
the  adjustments  of  all  these  other  statutes.  Otherwise,  you 
could  get  some  really  weird  results.  It  was  a  difficult 
thing  to  do  but  it  was  done  after  [Proposition]  13. 

Remember,  the  schools  were  then  supported  like  60  [percent] 
or  70  percent  by  the  state,  more  like  70  [percent],  after 
Proposition  13,  whereas  before,  the  state  was  25  [percent]  or 
30  [percent]  at  the  most.  The  state  support  of  the  schools 
wasn’t  very  much. 

The  other  thing  that  I  noted  came  up  in  1965  was,  I  think 
that  was  the  first  year  that  L.A.  County  tax  assessor  Phil 
Watson  floated  this  idea  of  a,  I  think  it  was,  2  percent 
limit  on  what  was  it?  That  was  the  maximum  tax  rate  that 
could  be  had? 

Yes.  On  market  value. 

For  full  market  value?  Watson  was  willing  to  accept  full 
market  value? 

Yes.  He  had  two  or  three  of  these  and  so  I  have  difficulty 
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remembering  one  from  the  other.  One  of  his  got  into  all 
kinds  of  other  taxes,  and  I  think  that’s  why  it  failed, 
because  he  tried  to  limit  other  taxes  and  do  a  lot  of  stuff. 

I  believe  he  had  two  of  them  on  the  ballot;  I  just  don’t 
remember. ^ 

In  either  1968  or  1970  he  did,  yes. 

Both  of  them  got  involved  with  other  taxes.  I  think  if  he 
had  had  something  to  deal  with  property  taxes  [only],  he 
might  have  been  more  successful.  The  thing,  I  think,  that 
made  Proposition  13.  .  .  .  I’m  skipping  around  a  lot,  I 
can’t  help  but  do  that.  But  the  secret  weapon  on  Proposition 
13  was  the  limit  on  increase  in  assessments.  I’m  not  sure  it 
would  have  passed  if  it  had  just  had  the  rate  limit.  But 
when  people  saw  they  could  know  what  their  taxes  were  going 
to  be  for  a  long  time  in  the  future,  that  was  a  very 
compelling  argument  to  vote  for  13.  You  got  a  tax  reduction 
but  you  also  got  a  guarantee;  you  knew  that  you  were  just 
going  to  go  up  2  percent  a  year  indefinitely.  You  can  handle 
that . 

But  the  thing  that  struck  me  is  that  Watson’s  proposal,  which 
I  don’t  know  if  it  was  anything  more  than  just  a  proposal  in 
1965  .  .  . 

No,  he  had  initiatives. 


1.  See  above,  pp.  34-35,  for  a  summary  of  the  Watson  Amendments. 
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Initiatives?  As  early  as  1965?  I  know  he  had  them  in  1968 
and  1972. 

He  organized  a  group  of  people  and  went  out  and  got  this 
thing  going. 

My  point  on  the  scene  leading  up  to  A. B.  80  is  that  his 
proposal  seems  to  be  the  one  that  at  first  glance  looks  like 
it’s  a  genuine  tax  limitation  or  ceiling.  Most  of  the  others 
were  equalization,  fairness,  and  so  forth,  rather  than  that. 

I  wondered  if  you  recall  if  the  board  ever  discussed,  in  1965 
or  1966,  up  to  A.B.  80,  that  approach  of  limiting  taxes. 

No. 

It  didn’t. 

One  of  the  members,  Reilly,  did.  I’m  not  sure  he  understood 
all  the  ramifications  of  it.  You’ve  got  to  remember,  Reilly 
was  also  from  San  Francisco,  as  was  Pat  Brown,  and  in  San 
Francisco,  everything’s  different  from  every  place  else.  I 
just  can’t  overstress  that.  These  things  that  were  big 
issues,  or  issues  of  a  sort,  say,  in  Santa  Clara  County  or 
Marin  County  or  L.A.  County,  they  didn’t  count  in  San 
Francisco.  So  his  motivation  for  these  things  was  different 
from  the  rest  of  us.  But  I  do  think  he  did  support  one  of 
the  Watson  initiatives.  I  think  Reilly  had  ideas  he  might 
run  for  something  statewide,  and  this  would  give  him  a 
handle.  He  never  really  put  anything  together,  but  I  think 
he  wanted  friends  in  distant  places. 

,  Side  A] 
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Now,  let’s  go  on  to  A.B.  80.  As  you  say,  it  was  a  very 
complex  piece  of  legislation,  the  central  point  of  which  was 
this  standardized  assessment  rate.  That  was  going  to  he 
something  you  gradually  built  up  to,  I  think.  It  wasn’t 
until  1970  that  it  was  supposed  to  be  fully  implemented  at  25 
percent? 

Yes.  I  don’t  remember  all  the  mechanics  of  the  bill,  it  had 
so  many  parts  to  it.  But  just  briefly,  it  did  get  a 
mechanism  to  get  the  state  to  the  25  percent  ratio.  I 
haven’t  looked  at  the  bill  for  a  long  time.  Did  it  have  the 
assessment  appeals  board  in  it? 

Yes. 

About  that  time,  there  had  been  these  things  where  the  county 
board  of  supervisors  had  been  the  county  board  of 
equalization,  and  we  had  felt  that  that  was  not  an 
appropriate  job.  It  takes  a  lot  of  time.  So  somewhere  along 
the  line  there — I  believe  A.B.  80  may  have  had  part  of  the 
legislation — we  wanted  more  time  for  taxpayers  to  be  notified 
of  their  new  assessments.  We  wanted  more  time  for  them  to  be 
able  to  protest.  We  wanted  it  to  be  at  the  administrative 
level.  The  county  board  of  equalization  tried  on  the  facts; 
it’s  like  going  to  court.  Well,  Jesus,  when  you  get  out  of 
there,  you’ve  got  problems.  We  wanted  a  thing  where  people 
felt  that  they  had  a  bona  fide  opportunity  to  make  an 
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appearance  and  go  over  their  tax  problems,  and  we  felt  the 
assessment  appeals  board  did  that.  I  believe  it  had  been 
authorized  by  some  constitutional  amendment  before  A.B.  80, 
but  that  hadn’t  been  used  mueh.^  Following  A.B.  80,  T  think, 
pretty  near  all  the  big  counties  went  into  it  as  fast  as  they 
could.  The  supervisors  were  anxious  to  get  out  of  that  work. 

de  GRAAF:  So  A.B.  80  gave  counties  the  option  of  setting  up  this  board 

of  .  .  . 

NEVINS:  I  think  the  option  had  been  set  up,  but  it  [A.B.  80] 

encouraged  counties  and  gave  better  dates  and  all  that.  In 
the  old  days,  you  used  to  have  go  down  to  the  assessor’s 
office  after  the  first  of  July,  find  out  what  your  assessment 
was,  file  the  appeal  in  writing,  and  then  the  hearing  was  the 
first  of  August.  You  never  got  a  notice  in  the  mail.  So  we 
set  up  a  procedure  to  get  a  notice  in  the  mail  that  had  to  be 
sent  out  around  the  first  of  July.  Then  the  hearings;  they 
first  were  just  for  sixty  days,  and  now  you  can  hear  them  all 
year.  T  don’t  remember  all  the  other  things  we  did,  but  what 
we  ended  up  with  was  a  system  sort  of  like  other  tax  laws  so 


1.  Proposition  15,  County  Tax  Appeals  Boards,  was  approved  in 
November  1962  and  set  up  sec.  9.5  in  Art.  XIII  of  the  constitution. 
Initiated  as  A.C.A.  7,  1961  Reg.  Sess. ,  Cal.  Stat. ,  ch.  100,  this  measure 
authorized  any  county  with  a  population  of  over  400,000  to  establish  such 
boards,  which  would  act  as  boards  of  equalization.  Sec.  9.5  was  amended 
by  Proposition  12,  County  Assessment  Appeals  Boards,  November  1966.  Its 
wording  is  identical  to  that  in  the  1961  amendment  except  for  the  name  of 
the  agency  and  a  broadening  of  authority  to  establish  them  in  all 
counties . 
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that  you  didn't  have  a  time  constraint  that  was  just  out  of 
sight.  You  didn't  have  to  have  the  board  of  supervisors,  a 
lawyer,  or  anything  like  that.  We  sent  out  a  form  where,  if 
you  filled  out  the  form,  you,  in  effect,  were  preparing  your 
case.  That  was  the  point. 

Another  thing  I  noticed  was  in  this  bill  was  the  opening  up 
of  assessment  records.  Prior  to  A.B.  80,  was  the  amount  that 
different  properties  were  assessed  pretty  much  a  secret  known 
only  to  assessors  themselves? 

I'm  having  difficulty  remembering  all  the  facts  of  the 
thing.  But  I  believe  that  until  somewhere  along  in  there, 
maybe  with  A.B.  80,  it  was  hard  for  a  taxpayer  to  see  his  own 
file.  Part  of  the  reason  for  that  was  that  a  lot  of 
assessors  just  had  these  naked  files.  The  board  and  the 
legislature  felt  the  taxpayer  should  see  his  own  file. 

There's  some  problem  with  that  because  other  taxpayers' 
material  has  to  be  taken  out  of  his  file  because,  when  they 
make  an  assessment,  they  compare  other  properties.  That  gave 
taxpayers  a  much  better  handle  on  what  the  assessor  was 
doing.  I  believe  before  that  the  taxpayers  were  not  allowed 
to  see  it  but  they  were  after  this,  and  there  was  quite  a  lot 
of  squawk  about  that  at  the  time.  But  anyway,  we  worked  that 
out.  Mostly  it  was  big  taxpayers  that  do  that. 

Then  you  mentioned  that  there  was  also  a  provision  for 


auditing  of  business  inventories  in  A.B.  80. 
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Right.  A.B.  80  required  the  auditors.  It  took  quite  a 
number  of  years  to  get  that  set  up,  as  I  recall.  There  were 
some  counties  already  doing  it.  L.A.  and  San  Francisco 
counties  had  a  system,  and  a  few  of  them  had  some  auditors. 
But  it  wasn’t  a  regular  audit.  I  believe  it  tells  how  often 
they  have  to  be  audited  in  the  bill,  like  every  five  years? 
Something  like  that,  yes. 

That  program  got  going. 

Now,  business  inventory  tax  is  sort  of  self-paying,  wasn’t 
it?  Each  business  was  supposed  to  assess  its  own? 

It’s  like  the  income  tax.  You  filed  what  amounted  to  a 
return.  I  forgot  what  they  called  it.  The  property  tax  and 
everything  has  its  own  name.  But  you  filed  a  statement  that 
showed  what  your  inventories  were  on  a  certain  date,  I  guess 
March  1.  Another  thing  we  tried  to  do  was  change  the  lead 
date  to  January  1.  I  think  we  have  finally  gotten  that  done 
now.  God,  that  took  a  long  time.  And  March  1  was  just  this 
crazy  date  that  had  been  set  up  by  the  farmers  to  avoid 
taxes,  see,  because  that’s  the  day  they  had  the  minimum 
inventory.  I  think  we’ve  got  that  changed.  That  used  to 
cause  ail  kinds  of  problems  because  most  people  had  records 
kept  on  a  year-end  basis,  so  then  they  had  to  make  these 
adjustments.  God,  it  was  a  zoo.  Just  training  auditors  was 
quite  a  problem  because  we  used  our  sales  tax  auditing 
approaches  to  set  up  the  property  tax.  That  was,  how  do  you 
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do  it?  How  does  an  auditor  go  about  doing  it?  What  kind  of 
records  does  he  look  at?  We  trained  all  these  people  to  do 
this  work  and  got  that  pretty  well  regularized,  I’d  say, 
within  four  or  five  years  after  the  passage  of  A.B.  80* 

I  know  there  were  some,  I  think  particularly  within  the 
Republican  party,  who  felt  the  entire  business  inventory  tax 
was  an  unfair  or  economically  dysfunctional  one.  Do  you 
recall  in  the  debate  over  A.B.  80  if  there  was  any  effort  to 
knock  out  the  business  inventory  tax  completely? 

Ever  since  I  was  on  the  board,  there  were  people  who  talked 
about  the  horrors  of  the  business  inventory  tax,  and  I  never 
could  warm  up  to  it.  I  felt  it  was  a  fair  tax;  I  felt  that 
it  represented  their  exposure  in  their  local  community. 

We’re  talking  about  a  tax,  now,  that  raises  money  for  the 
local  area;  it  doesn’t  do  anything  for  the  state.  You  always 
hear  about  these  merchants  saying,  ”1  brought  my  merchandise 
way  down  on  March  1.”  If  I  knew  all  my  competitors  were 
having  no  stock  on  hand  March  1,  I’d  sure  as  hell  go  out  and 
have  a  good  stock  and  have  a  big  sale  on  that  day,  saying, 
"Come  on  in,  folks,  I’ve  got  a  lot  stuff.  These  other  guys 
don’t  have  any  merchandise."  I  don’t  know  how  much  of  that 
was  really  done.  When  you  consider  that  the  effective  rate 
was  3  percent — a  12  percent  rate  at  a  25  percent  assessment 
ratio  works  out  to  be  a  3  percent  rate — you  wondered  whether 
it  was  worth  it  to  do  all  this  stuff.  Then,  you  heard  about 
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all  these  people  who  had  warehouses  outside  the  state.  You 
know,  I’ve  never  seen  these  warehouses  everybody  talked 
about.  I  mean,  they’re  supposed  to  be  outside  Reno.  There 
are  some  outside  Reno  but  compared  to  the  ones  in  Compton, 
they’re  nothing.  It  couldn’t  have  been  a  major  thing  but 
people  talked  about  it  as  if  the  world  were  coming  to  an  end 
that  we  taxed  inventories  in  California  on  March  1.  You  just 
can’t  believe  all  the  baloney  we  heard.  Actually,  the  real 
effort  to  get  rid  of  it  occurred  after  Proposition  13,  and  it 
was  abolished,  as  you  know,  about  1980. 

We’Il  get  to  that  later  on.  I  notice  there  were  two  court 
cases  over  A.B.  80  that  lingered  on  well  into  the  1970s.  I 
forget  the  names  of  them.  Do  you  recall  if  they  focused  on 
the  business  auditing  aspect? 

If  you  can  give  me  the  names  of  them,  maybe  I  can.  .  .  . 

Keep  in  mind,  I’m  not  even  sure  I  have  it.  I  don’t  have  a 
set  of  annual  reports.  One  thing,  the  board  had  sort  of  a 
secret  weapon.  It  may  be  unfair  to  say  this,  but  Roger 
Traynor,  who  was  the  chief  justice  of  the  California  Supreme 
Court,  had  been  a  consultant  to  the  board  in  the  early 
thirties  in  the  adoption  of  the  sales  tax  regulation,  and  he 
was  a  very  good  friend  of  Dixwell  Pierce.  When  we  got  tax 


The  business  inventory  tax  was  repealed  by  A.B.  66,  1979  Reg. 
St at.,  ch.  1150. 
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legislation  up  to  the  supreme  court,  we  had  a  justice  who 
understood  the  law  thoroughly  and,  generally  speaking,  we 
were  supported  by  the  court.  We  tried  not  to  let  any  cases 
get  to  the  supreme  court  that  weren’t  good  cases.  Our  policy 
and  the  board’s  policy  in  the  court  system  is,  we  don’t  let 
any  Mickey  Mouse  cases  get  up  there.  If  there’s  something 
wrong  with  it  or  there’s  some  element  of  it  that  is, 
generally  speaking,  a  little  compromising,  get  rid  of  it, 
because  we  don’t  want  a  case  of  record  to  go  against  us  that 
could  be  bad  for  the  administrating  of  other  tax  laws.  So  we 
were  very  careful  about  what  went  up  there.  That’s  been  that 
way  all  along.  You’ll  notice  if  you  go  down  and  look  at  the 
record,  we  win  just  about  every  one. 

I’ve  noticed  that,  yes. 

We  don’t  win  them  for  nothing.  [Laughter]  We  study  the 
situation,  Roger  was  very  helpful  to  us;  he  wrote  a  lot  of 
the  decisions  and  they  were  always  pretty  good. 

One  final  thing:  I  have  never  seen  A.B.  80  associated  with 
any  particular  legislator.  Was  there  one  or  two  people  in 
the  legislature  who  particularly  pushed  this  bill? 

Yes,  Nick  Petris  did.  He  was  the  Assembly  Rev[enue]  and 
Tax [at ion]  chairman  and  he  carried  the  bill.  He  was  running 
for  senate  that  year.  Remember,  this  was  the  year  the  senate 
finally  got  apportioned.  He  was  running  for  senate  and  he 


had  a  very  close  race,  so  he  proceeded  to  disassociate 
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himself  from  taxes  for  a  long,  long  time,  something  like 
fifteen  years  after  that.  I  remember  he  told  me  that  he  had 
to  stay  away  from  it  because  it  had  hurt  him.  Alameda  was  a 
county  that  had  been  particularly  hard  hit  by  A. B.  80;  some 
of  the  practices  there  had  been  particularly  bad.  So  he  had 
taken  a  lot  of  heat.  I  think  he  went  out  his  way  to  get  his 
name  off  some  of  those  bills.  He  didn’t  want  any  glory  to 
shine  upon  him  on  any  of  those  things. 

Do  you  recall  anybody  else  in  the  legislature  who  was 
particularly  supportive  of  these  ideas  of  reform? 

You’ve  got  to  remember,  the  school  lobby  was  very  strong  at 
that  time,  and  so  they  got  to  a  lot  of  legislators.  The 
County  Supervisors  Association  had  supported  A.B.  80 
officially.  Then,  it  turned  out,  once  it  passed,  the  members 
didn’t  like  it  and  so  they  ended  up  firing  their  executive, 
Bill  MacDougall.  I  never  got  just  what  the  issue  was.  I’ve 
known  Bill  a  long  time  and  I  see  him  every  now  and  then.  I 
don’t  know  what  was  the  final  thing  that  knocked  him  out. 

But  they  never  reneged  on  the  thing  and  no  real  effort  was 
ever  made  to  reverse  it.  That’s  sort  of  the  way  reforms 
work.  Generally  speaking,  some  of  the  people  who  put  them 
through  take  a  pounding  but  the  actual  reform  itself  is  not 
reversed;  that’s  been  my  experience. 

That’s  a  very  good  way  of  looking  at  it  because  that’s  the 


same  thing  I  was  groping  toward.  It  did  not  seem  like  a  type 
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of  bill  that  was  really  going  to  get  a  lot  of  popular 
enthusiasm,  partly  because  of  its  technicality  and  partly 
because,  really,  what  it  was  doing  was  making  things  fairer, 
and  I’m  not  sure  the  average  person  could  see  any  personal 
advantage  in  making  things  fairer.  But  you’re  right;  it  has 
stayed. 

I  don’t  think  it  was  hailed  by  the  masses  particularly,  but  I 
think  that  what  we  were  doing  was  we  were  making  the  property 
tax  a  modern  tax,  and  that  had  to  happen.  I  think  if  it  had 
stayed  the  way  it  was  much  longer,  we  would  have  had  some 
serious  problems,  much  more  serious  than  Proposition  13. 
People  might  have  tried  to  outlaw  it.  One  of  the  problems  we 
had  with  the  property  tax  all  during  this  period  is  that  we 
never  had  much  intellectual  support  for  it  in  university 
circles.  This  is  where  I  started  getting  pretty  cold  on 
universities,  particularly  in  California.  There  was  no 
research  done  on  any  of  these  revenue  efforts,  and  there  were 
only  one  or  two  books  that  came  out  on  a  national  basis  that 
discussed  property  tax  as  if  it  had  any  fairness.  I  think 
one  of  the  people  who  did  it  was  Henry  Aaron.  He  wrote  a 
book  that  came  out  about  1970,  as  I  recall,  saying  that  the 
property  tax  ought  to  be  reconsidered.  It  did  have  a  lot  of 
ability-to-pay  principles,  especially  if  you  put  in  senior 
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citizens1  exemptions  and  if  you  had  a  renter’s  credit,  which 
we  did  put  in  somewhere  right  along  in  there, 1 
Mid  to  late  seventies,  I  think  it  came  in. 

Yes,  If  you  did  those  things,  you  got  the  low  end  out,  which 
people  who  studied  the  regressive  effects  of  the  tax  realized 
it  was  cheap  to  make  it  progressive.  You  just  threw  in  some 
of  this  stuff  and  you  got  a  lot  of  people  out  of  it,  and 
that’s  what  we  did  in  California. 

I’ve  looked  at  one  such  work  I  think  you’re  referring  to.  I 
forget  the  fellow’s  name.  It’s  a  Slavic  name. 

The  Brookings  Institute. 

No,  this  is  a  little,  more  local  work  on  California,  the  only 
one  I  found  on  California  taxation  in  the  sixties,  a  little, 
thin  book.  [Gerald]  Rostvold  is  the  author,  and  he  takes 
just  that  view  of  condemning  the  property  tax  as  regressive. ^ 
That  was  a  standard  academic  view  up  until  this  Henry  Aaron 
book,  which,  I  think,  is  a  Brookings  Institute  book,^  He 
wasn’t  looking  just  at  California;  he  was  looking  at  it 
nationally.  There  was  quite  a  lot  of  literature  at  the 


1.  Renters  received  a  credit  of  from  $25  to  $45  against  their 
income  tax  as  part  of  the  Property  Tax  Relief  Act  of  1972,  S.B.  90,  1972 
Reg.  Sess.,  Cal.  Stat. ,  ch.  1406.  This  credit  was  expanded  in  A.B.  1151, 
1979  Reg.  Sess.,  Cal.  Stat.,  ch.  1207. 

2.  Gerald  Rostvold,  Financing  California  Government  (Belmont,  CA: 
Dickensen  Publishing,  1967) 

3.  Henry  J.  Aaron,  Who  Pays  the  Property  Tax:  A  New  View 
(Washington,  D.C.:  Brookings  Institute,  1975). 


262 


de  GRAAF: 


NEVINS: 


national  level  on  property  taxes  at  that  time.  There  were 
some  big  things.  The  Brookings  people  did  one.  There  were  a 
couple  of  others.  There’s  an  organization  that  is  sponsored 
by.  .  .  .  The  president  makes  some  appointments  to  it.  But 
it  deals  with  local  government;  I  wish  I  could  remember  the 
name  of  it.l  They  put  out  some  massive  studies  on  property 
taxes  because  they  were  concerned  that  they  wanted  local 
government  to  support  itself  so  the  feds  didn’t  have  to  put  a 
lot  of  money  in.  In  other  words,  they  didn’t  want  the 
national  government  to  get  in  a  situation  of  doing  things 
that  clearly  could  have  been  done  locally  if  people  had  made 
a  reasonable  effort  to  support  their  own  local  government.  I 
wish  I  could  remember  the  name  of  that  one.  There  were  some 
big  studies  on  that.  California  came  out  pretty  well  on 
that.  There  were  a  few  complaints  about  some  things  we  did 
but  they  felt  that  we  were  making  more  of  an  effort  than  most 
of  the  states. 

While  we’re  on  this,  I  found  out  that  in  1970,  the  Sacramento 
assessor,  a  Dr.  Irene  Hickman,  put  forth  the  old  Henry  George 
single  tax  idea.  Did  that  still  have  much  support? 

No,  it  had  never  had  much  support  in  this  state  that  I  was 
aware  of.  This  was  another  group  of  people  who  ruined  the 
discussion  of  property  taxes  everywhere.  If  the  Commonwealth 


1.  U.S.  Advisory  Commission  on  Intergovernmental  Relations. 
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Club  or  the  Town  Hall  or  anyplace  has  a  discussion  on 
property  taxes,  the  next  thing  you  know,  you’d  have  these 
Henry  George  kooks  in  there  talking  about  the  thing,  and  so 
you  just  couldn’t  talk  about  property  taxes.  You  could  not 
have  a  reasonable  discussion  of  property  taxes  in  California 
because  these  people  had  [such  wild  ideas].  That  Lincoln 
Foundation — the  one  that  makes  arc  welders,  which  they 
stopped  doing  somewhere  along  in  there — at  the  time  we’re 
talking  about,  in  the  sixties  and  early  seventies,  always  had 
these  speakers.  These  people  would  come  up  and  talk  about 
this,  and  they  were  paid  to  do  it,  so  they  did.  The  result 
was  you  could  not  discuss  property  taxes  in  a  rational  way  in 
a  public  forum.  So  nobody  did  it. 

This  article  claims  that  Senator  [Albert  S,]  Rodda  even 
endorsed  Hickman’s  ideas  and  tried  to  bring  them  on  the  floor 
of  the  legislature. 

She  was  a  sort  of  funny  woman.  The  assessor  of  Sacramento 
County,  apparently,  had  a  real  close  call  with  the  scandal, 
and  he  died.  There  was  an  appointee  put  in  his  place,  and 
she  [Hickman]  was  on  the  ballot  and  beat  the  appointee  who 
was  running  at  that  time.  That’s  how  I  recall  it.  She 
served  her  foui — year  term.  She  was  a  real  weirdo,  believe 
me.  She  hired  people  to  be  PR  people.  She  spent  her  whole 
time  as  assessor  talking  up  single  taxes  and  a  bunch  of  other 
things.  There  was  still  quite  a  movement  of  the  nutty  types 
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for  the  single  tax  at  that  time.  One  of  them  got  to  be 
assessor  of  Hartford,  Connecticut;  another  one  got  something 
up  in  British  Columbia.  Somewhere  along  the  line,  somebody 
went  out  and  made  a  big  study  of  where  had  it  been  really 
been  put  in  place — Australia — and  they  found  that  the 
property  taxes  were  of  such  insignificance  there  with  this 
system  that  it  didn’t  have  any  effect  at  all.  I  think  that 
the  people  running  the  foundation — Lincoln  Arc  Welders, 
that’s  the  name  of  the  company — you  can  still  see  them 
around.  I  think  the  old  man  died,  and  the  son  took  over. 

The  son  thought  the  whole  thing  was  nutty,  so  he  changed  the 
whole  thrust  of  the  organization.  Now,  what  they  do  is  they 
try  to  improve  the  appeals  procedure,  and  they’ve  done  a  lot 
of  work  on  that  and  they’re  quite  effective  on  that.  I’ve 
been  to  some  of  their  meetings  on  that. 

No  more  idea  that  property  tax  could  replace  all  other  taxes. 
They  have  it  way  in  the  background,  but  they  don’t  talk  about 
it. 

Moving  ahead  beyond  A.B.  80,  we’ve  already  talked  about  the 
Senior  Citizens  Property  Tax  Relief  Act  of  1967.  The  one 
thing  that  fascinates  me  is,  in  some  literature,  that  is 
given  your  name,  the  Nevins  Senior  Citizens  [Property  Tax 
Relief  Act].  Were  you  the  main  sponsor  or  writer? 

I  heard  about  it  from  Oregon  and  I  got  people  to  work  on  it, 
and  it  passed.  It  wasn’t  very  expensive,  as  I  recall.  There 
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was  some  way  we  got  it  funded;  I’ve  forgotten  just  what  we 
did.  It  wasn’t  a  very  expensive  program.  This  was  before 
social  security  benefits  increased.  It  really  wasn’t  that 
big  a  payment  in  those  days.  Half  the  people  don’t  realize 
that  the  real  big  increases  in  social  security  came  on  after 
[U.S.  Congressman]  Wilbur  Mills  made  his  run  for  president; 
that’s  what  got  social  security  where  it  is  today.  But  in 
those  days,  social  security  payments  were  very  small,  really, 
and  they  did  not  have  the  COLAs  [cost  of  living  adjustments] 
then.  Phil  Burton  got  those  in.  He  went  back  to  Congress. 
There  was  a  feeling  that  the  vast  majority  of  older  people 
did  not  have  pensions  and  they  were  living  longer  because  of 
the  improved  health  standards  and  all  that  kind  of  stuff  and 
that  they  were  in  pretty  bad  shape.  And  Pasadena,  where  I 
came  from,  had  lots  of  those  people,  it  really  did,  and  they 
were  very  low  income.  The  most  dramatic  thing  in  my  life  was 
that  this  woman  I  knew  who  was  very  active  in  politics  had 
the  job  as  a  census  taker  in  1950,  and  she  found  people 
living  on  $500  a  year. 

Right  here  in  Pasadena? 

Right  here  in  Pasadena.  So  you  knew  there  was  a  problem.  A 
whole  series  of  things  had  happened.  You  had  the  SSI’s 

[Supplemental  Security  Income]  coming  on;  you  had  social 

security  itself  vastly  increased  over  what  it  had  been.  The 

unemployment  rates  used  to  be  2  [percent],  3  percent.  Now, 


266 


de  GRAAF : 


NEVINS: 


they’re  what,  13  percent?  Way  up  there.  So  it’s  a  different 
thing.  You  can  live  on  social  security  today.  You  wouldn’t 
live  well  but  you  could  do  it.  You  couldn’t  even  think  of 
doing  it  in  the  sixties,  no  way.  You  had  to  have  some  other 
income.  So  there  were  a  lot  of  programs  that  people  put  in 
at  that  time?  for  senior  citizens,  and  this  was  one  of  them. 
There  are  not  very  many  people  left  in  this  program  because 
they  have  too  much  income  to  qualify.  See,  what  they  did  is 
they  didn’t  raise  it  up  all  the  time,  and  I  think  it  will  be 
phased  out.  The  other  one  we  tried  to  put  in  was  the  tax 
deferral  thing,  and  that  just  never  went  at  all;  even  in 
Oregon,  it  didn’t  go  very  well.  The  principle  behind  that 
was  your  property  is  going  up  all  the  time.  You  defer  the 
taxes.  When  you  died  or  sold  the  property,  the  proceeds  of 
the  sale  would  pay  the  tax.  Our  feeling  was  a  lot  of  people 
had  small  houses  with  no  loans  on  them.  They  wouldn’t  be 
seeking  credit  anyway.  It  was  very  hard  in  those  days  for 
older  people  to  get  a  loan  on  a  house  because  how  are  they 
going  to  pay  it  back?  Banks  or  savings  and  loans  wanted  some 
regular  payment  program.  Well,  the  people  didn’t  have  it. 
They’re  finally  beginning  to  get  loans  to  deal  with  that 
problem  now  where  you  don’t  make  any  payments. 

Did  they  have  as  part  of  the  legislative  package  in  1976  that 
got  defeated,  some  sort  of  postponement  of  taxes? 

I  don’t  think  it  got  defeated  but  it’s  never  gotten 
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anyplace.  The  Franchise  Tax  Board  administers  them.  For 
awhile,  these  programs  were  administered  by  the  assessors, 
and  then  the  Franchise  Tax  Board  took  it  over  because  they 
knew  about  the  income.  They  had  a  way  of  correlating  these 
people’s  tax  returns  and  their  W-2s  and  all  that  stuff  so 
they  could  find  out  if  somebody  was  playing  games.  But  most 
people  over  sixty-five  really  don’t  work.  There  are  some 
that  do  but  most  don’t.  Anyway,  that  was  a  program  that  at 
the  time  was  needed;  it  isn’t  needed  anymore. 

Do  you  recall  who  you  worked  with  in  the  legislature  to  put 
that  bill  through? 

No,  I  really  don’t.  I’m  sorry  about  that.  Remember,  I  don’t 
have  my  files  anymore.  I  just  don’t  remember  who  I  worked 
with.  I’m  sure  that  Petris  would  have  supported  it.  I  just 
don ’ t  remember . 

Now,  we’re  into  the  Reagan  governorship,  and  I’d  like  to  know 
if,  prior  to  1970,  because  we  know  he  put  out  the  big  tax 
reform  bill  then,  do  you  recall  that  Reagan  either  came  to 
the  board  or  came  to  the  legislature  with  any  overall  policy 
on  taxation? 

No.  Republicans  just  don’t  do  things  like  that.  Republicans 
react  to  what’s  going  on  and  try  to  put  the  lid  on 
everything.  Reagan’s  big  thing  was,  he  was  going  to  come  in 
and  make  state  government  more  efficient.  So  he  went  out  and 


got  all  these  businessmen.  There  really  were  quite  a  lot  of 
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them.  Two  or  three  hundred  of  them  came  up  to  Sacramento. 

He  sent  a  group  over  to  look  at  the  board,  and  one  of  the 
guys  that  got  on  the  group  that  came  to  the  board  turned  out 
to  have  an  appraisal  business  in  San  Jose.  What  he  was 
telling  everyone  was  to  find  out  what  we  were  doing  to  use  in 
his  business.  The  guy  that  was  in  charge  of  the  group  on  the 
board  was  a  very  reasonable  guy,  and  we  went  out  to  lunch 
with  him  and  told  him  about  this  thing,  and  that  was  the  end 
of  that.  They  didn’t  spend  much  time  looking  at  us.  They 
had  found  out  from  other  sources  that  the  board  was  pretty 
efficient.  Maybe  the  board  members  didn’t  look  very 
efficient  but  the  agency  was  pretty  efficient,  and  they  were 
wasting  their  time.  We  had  very  low  cost  relative  to 
collections  and  everything. 

[Houston  I.]  Flournoy  became  the  new  controller.  How  did  he 
fit  in  with  the  board? 

I  got  along  very  well  with  him  personally.  He  was  kind  of  a 
progressive  guy  and  a  very  nice  person.  He,  of  course,  is 
still  around.  He,  apparently,  has  always  had  a  drinking 
problem,  and  that’s  how  he  got  on  as  controller.  He, 
apparently,  got  drunk  one  night,  and  Unruh,  who  was  mad  at 
Cranston,  got  him  to  run  against  Cranston. 

I  didn’t  realize  that. 
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Yes.  Flournoy  was  tired  of  being  in  the  legislature.  He  has 
a  Ph.D.;  he’s  a  historian  or  something  like  that.  He  was 
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about  to  get  out  of  the  legislature  anyway  and  he  couldn’t 
afford  to.  I  think  his  wife  didn’t  like  it.  So 
inadvertently  he  got  elected  to  being  the  controller  of 
California,  which  he  got  him  a  pay  increase,  which  is 
something  that  he  wanted.  So  he  was  a  benign  person. 

He  didn’t  particularly  have  a  lot  of  ideas  of  his  own  on 
taxes? 

No.  But  he  was  more  progressive  than  the  other  board 
members.  Bennett  got  elected  about  then. 

Nineteen  seventy  or  nineteen  seventy-one? 

We  never  could  really  figure  out  Bennett  from  whatever  time 
he  was  on  the  board.  But,  basically,  Bennett  was  one  of 
these  guys  that  talks  up  a  big  storm.  You’d  think  he  was  one 
of  the  greatest  liberals  that  ever  came  along.  But  he’s  one 
of  these  people  that  picks  his  issues  very  carefully,  and 
everything  else  he’s  just  very  conservative  on.  I  don’t  know 
if  you  can  find  many  people  like  that.  He  wasn’t  a  doer  in 
government  at  all,  really.  He  had  a  few  things  that  he  was 
all  wired  up  about.  The  rest  of  the  stuff,  forget  it.  He 
didn’t  even  want  to  hear  about  it.  He  didn’t  have  much 
follow-through  on  what  he  did. 

He  took  up  Leake’s  seat. 

Leake  retired.  Leake,  apparently,  felt  that  his  powers  were 
slipping  away;  it  turned  out  he  only  lived  about  three  years 
more.  He  got  sick  and  kind  of  faded  away.  Bennett  always 
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looked  upon  himself  as  being  a  member  of  the  Public  Utilities 
Commission  [PUC]  and  he  still  does  that.  He’s  been  on  the 
board  now  longer  than  he  ever  had  anything  to  do  with  the 
Public  Utilities  Commission.  He  was  in  the  attorney 
general’s  office  when  Pat  [Brown]  was  the  attorney  general. 
The  PUC  got  involved  in  some  kind  of  litigation  in  the  late 
fifties.  Bennett  passed  the  bar  about  1948,  1949,  1950 — 
after  going  to  law  school  after  the  war — and  went  to  work  for 
the  attorney  general.  Pat  got  him  a  job  as  chief  counsel  of 
the  PUC  about  1958,  along  in  there.  Then,  when  Pat  was 
governor,  he  appointed  him  as  a  commissioner  for  a  six-year 
term  in  1962  or  something  like  that.  So  that  when  he  went 
off  in  1968,  Reagan  was  governor.  Of  course,  Reagan  wouldn’t 
reappoint  him.  Then  Bill  Bennett  and  Pat  Brown  had  a  couple 
of  fights  about  who  should  take  credit  for  what.  Bennett 
took  the  credit  for  something  Pat  thought  he  should  get  the 
credit  for.  Anyway,  they’re  very  unfriendly  to  each  other. 
Bennett’s  interests  in  the  board  were  really  very  slight. 

Even  today  he  doesn’t  have  much  interest  in  the  board,  even 
though  he’s  been  with  us  eighteen  years.  So  you  can  see  that 
he  was  really  only  with  the  PUC  maybe  eight  or  nine  years  at 
the  most. 

de  GRAAF:  You  already  said  earlier  that  after  Dixwell  Pierce,  the 

executive  secretaries,  Herbert  Freeman  and  William  Dunlop, 
were  not  particularly  movers. 
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Freeman  was  a  hard  charger  on  one  thing.  He  got  very 
interested  in  putting  A.B.  80  into  place.  It  was  2  to  2  on 
the  board,  with  the  controller  sort  of  having  the  third 
vote.  The  board  members  that  were  opposed  to  A.B.  80  really 
weren’t  very  vigorous.  .  . 

[Interruption] 

You  were  saying  that  Freeman  was  very  interested  in  the 
implementation  of  A.B.  80. 

Freeman  is  still  alive,  by  the  way.  He  felt  that  this  was 
his  mission  in  life,  to  get  A.B.  80  in  place.  The  people  in 
the  property  taxes  had  mixed  feelings  about  it.  They 
realized  that  it  should  be  done,  but  they  didn’t  like  taking 
on  the  assessors  doing  it.  It  was  one  of  those  things  where 
they  had  to  deal  with  the  assessors  every  day.  But  Freeman 
had  no  such  compunctions.  He  felt  that  this  is  the  board’s 
role  to  do  this,  and  he  ramrodded  it  through  and,  I  think, 
very  successfully.  So  that’s  really  his  monument,  getting 
A.B.  80  implemented  by  a  sort  of  unwilling  board  and 
unwilling  staff. 

Now,  what  was  the  crux  of  the  unwillingness?  That  they’d 
have  to  actually  fire  some  assessors? 

Assessors  like  having  things  be  a  little  mysterious.  That 
way,  they  didn’t  have  to  explain  what  they  were  doing.  They 
didn’t  like  somebody  looking  over  their  shoulder.  People 
just  don’t  like  people  telling  them  what  to  do.  That’s  just 
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the  way  life  is.  In  the  scheme  of  local  government,  the 
state  government  really  has  the  power;  there’s  no  question 
about  it.  But  the  fiction  has  been  elaborately  developed 
over  the  years  that  the  state  is  not  supposed  to  mess  around 
with  local  government,  local  control.  It’s  supposed  to  fund 
all  this  stuff.  You  hear  all  these  same  arguments  today. 

The  staff,  on  a  daily  basis,  is  working  with  assessors,  and  I 
think  they  really  didn’t  want  to  play  hardball  with  them. 

Yet,  that’s  what  the  law  called  for,  to  play  hardball.  I 
think  Freeman  made  the  law  a  success. 

Do  you  happen  to  know  if  there  was  a  grandfather  clause  in 
A.B.  80  exempting  all  of  the  existing  assessors  from  having 
to  meet  the  certification  standards? 

The  assessors  didn’t  have  to  meet  it;  it  was  just  their  staff. 
Was  there  a  big  attrition  of  staff  after  passage  of  A.B.  80? 
The  exams  weren’t  that  hard.  The  people  who  couldn’t  pass 
them  shouldn’t  have  been  in  the  office,  that’s  all  there  is 
to  it.  Now,  I’ve  been  in  offices  where  the  people  didn’t 
pass,  and  it  gave  the  assessors  an  excuse  to  fire  them.  Some 
of  them  were  relatives  of  supervisors.  I  remember  in 
Imperial  County  there  was  this  guy  who  was  the  assessor,  and 
he  was  pointing  to  people  out  in  his  office  who  he  said 
couldn’t  do  the  work,  and  they  were  relatives  of 
supervisors.  Once  they  couldn’t  pass  the  thing,  then  he  got 


a  chance  to  fire  them  because  the  statute  said  he  couldn’t 
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have  them.  But  I’d  say  90  percent  of  the  people  who  were 
doing  the  work  passed,  and  the  other  people  quietly  left  or 
did  clerical  work. 

We  mentioned  earlier  that  in  1968  Philip  Watson  comes  back 
once  again  with  this  ceiling  on  property  tax  initiative 
Proposition  9.  It  does  not  pass.  I  didn’t  even  recall  a 
mention  of  it  in  the  annual  report.  Were  these  initiatives 
at  all  creating  an  impression  upon  you  or  any  other  members 
of  the  board  that  maybe  some  sort  of  property  tax  relief  or 
property  tax  limitation  ought  to  be  thought  about? 

I  didn’t  think  so.  My  view  was  that  the  state  was  very 
prosperous,  it  was  growing  rapidly  in  population  and  wealth, 
and  that  people  really  wanted  a  lot  of  public  service.  They 
wanted  newer  and  better  schools,  they  wanted  better  roads, 
they  wanted  parks,  they  wanted  everything.  It  seemed  to  me 
the  role  of  tax  policy  was  to  try  not  to  hit  the  people  who 
couldn’t  afford  it.  In  other  words,  to  try  to  find  ways  to 
make  it  so  people  could  pay  taxes.  One  of  the  things  that  I 
wanted  to  do  that  we  never  did  do  was  to  be  able  to  pay 
property  taxes  on  the  installment  basis.  It’s  easy  to  do  now 
but  it  wasn’t  easy  to  do  then.  It  goes  through  a  lot  of 
things  where  you  help  people  pay  the  taxes.  In  other  words, 
you  just  didn’t  stick  it  to  them,  which  was  what  they  had 
sort  of  done  in  the  past.  I’m  just  stating  my  biases.  I 
just  didn’t  feel  people  were  hurting.  The  thing  that  changed 
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things  was  the  inflation  of  land  values  that  occurred  in  the 
mid-seventies  and  from  then  on.  I  think  what  happened  in  ray 
view  is  that  we  had  made  a  really  much  better  place  for 
people  to  live  in  and,  all  of  a  sudden,  all  of  these 
accumulated  improvements.  .  .  .  People  are  starting  to 
think,  gee,  these  are  pretty  nice  places.  Like  the  beach 
areas.  I  can  remember  when  living  on  the  beach  was 
considered  a  poor  thing  to  do.  All  of  a  sudden,  the 
stewardess  types  started  living  on  the  beach.  I  don’t  know 
whether  you  remember  Marina  del  Rey,  but  when  that  started, 
the  county  almost  went  on  its  head  on  that  one.  They  took 
off  one  of  their  brightest  people  to  manage  that  project  to 
get  it  back  on  the  track  and  build  high  rises  and  stuff  like 
that  and  get  the  young  people  going  down  there,  which  he 
did.  Of  course,  it’s  become  a  tremendous  success.  At  least 
in  southern  California,  the  inflation  of  land  values  started 
at  the  water’s  edge  of  the  Pacific  Ocean  and  went  inland. 

The  biggest  increases  were  right  along  there.  It  turned  out 
that  a  lot  of  older  poor  people  were  living  in  Manhattan 
Beach,  Redondo  Beach,  Venice,  whatever  the  other  ones  are 
along  there. 

Santa  Monica? 

Not  so  much  Santa  Monica.  Certainly  Venice.  All  of  a 
sudden,  this  house  that  they  paid  $2,000  for  or  $3,000  for  in 
1948  or  1949  suddenly  was  worth  $25,000,  $30,000.  I  remember 
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one  of  them  I  got  involved  with  in  Manhattan  Beach,  this 
woman  had  this  house  that  went  for  $60,000.  It  had  been 
assessed  at  $60,000.  I  was  not  very  enthusiastic  about  her 
problem  because,  (A),  she  made  a  tremendous  capital  gain, 
and,  (B),  I  had  hundreds  of  thousands  of  people  who  were 
living  in  $10,000  houses  over  there  in  Norwalk  and 
Bellflower.  I  couldn't  see  them  getting  very  teary  about 
some  woman  whose  house  had  gone  from  $2,000  or  $3,000  to 
$60,000  who  could  have  bought  six  of  their  houses  with  the 
money.  Of  course,  she  didn't  want  to  move.  I  can't  get 
excited  about  people  who  make  a  lot  of  money  and  then 
complain.  I  just  don't  get  into  that,  I'm  sorry  about  that. 
But  there's  no  question  that  that  increase  in  value  along  the 
coast  there  attracted  a  certain  kind  of  intellectual  power 
that  reached  a  lot  of  people  but  was  dismissed  by  people  like 
me,  and  that  was  probably  an  error  in  our  judgment.  The  one 
other  area  that  had  a  big  increase  in  value  that  got  tax 
limitation  going  was  in  the  west  San  Fernando  Valley.  There 
was  a  big  area  of  people  in  there  where,  apparently,  there 
had  been  some  big  increases.  It  was  those  two  places  that 
really  got  the  tax  reduction  movement  going  in  southern 
California,  and  Jarvis  capitalized  on  those  people,  really. 
Then,  you  had  the  change  of  assessors.  Remember,  Watson  got 
sick,  had  a  bypass  operation,  and  his  mind  was  having 
problems  too,  so  he  chose  not  to  run  again.  I  don't  think  he 
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could  have  been  reelected.  The  guy  just  went  bonkers  at 
about  1970,  and  he  was  a  very  difficult  person  to  deal  with 
after  that.  I  supported  him  when  he  first  went  in  but  it  got 
so  I  couldn’t  stand  him.  Anyway,  about  1976,  he  began  to 
realize  that  these  values  were  going  up  really  fast,  and  he 
got  frightened  and  wouldn’t  authorize  the  values  to  be  put  on 
the  roll.  We  found  out  about  that,  so  I  got  into  a  situation 
where  we  almost  got  a  court  order  mandating  him  to  put  them 
on  the  roll.  He  may  have  actually  got  one.  I’ve  forgotten 
just  what  all  happened  on  that.  But  we  were  aware  that  he 
had  reappraised  these  areas  and  then  not  put  them  on,  and  it 
caused  a  lot  of  problems  because  when  he  did  put  them  on, 
they  were  still  low  because  they’d  gone  up  some  more.  Watson 
was  one  of  the  kind  where  he  hadn’t  really  got  this 
electronic  data  system  going  so  he  wasn’t  following  the 
values  well  enough.  He  had  a  system  like  that  going  in  but 
it  wasn’t  really  the  right  one.  One  of  the  problems  was  he 
was  frightened  of  putting  values  on.  He  was  afraid  it  would 

cause  a  riot,  and  against  him.  This  was  his  problem.  So  he 

didn’t  run  again.  He  resigned,  as  I  recall. 

Was  that  around  1976? 

I  think  he  resigned  about  May  of  1975.  They  had  to  go 

through  quite  a  procedure  to  get  the  new  one  in.  They 

couldn’t  just  appoint  anybody  anymore.  [Alexander  H. ]  Pope 
got  the  job.  I  guess  Pope  didn’t  get  appointed  until  the 
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fall  of  1977.1  Pope,  he’s  one  of  these  guys  that  doesn’t 
have  a  feeling  for  minutiae.  Some  people  can  and  look  at  the 
data  and  see  what’s  really  happening.  He  didn’t  have  much 
feeling  for  that.  So  he,  of  course,  starts  running  again. 

He  had  to  start  running  for  assessor  in  early  spring  of 
1978.  He’d  been  assured  by  his  staff  that  the  values  had 
only  gone  up  100  percent  over  what  Watson  had  had  on  the  roll 
that  had  been  put  on  that  year  in  this  area  along  the  coast. 
It  turned  out  the  increase  was  200  percent.  Boy. 

[End  Tape  6,  Side  B] 

[Begin  Tape  7,  Side  A] 

NEVINS:  Alexander  Pope  was  a  lawyer  in  Los  Angeles  who  had  been 

very  active  in  Democratic  politics  and  supported  a  lot  of 
people  for  office  and  had  a  very  successful  law  firm  that  put 
him  in  a  position  to  give  money  to  candidates.  At  that 
particular  moment,  he  had  gotten  a  divorce  and  was  living 
separately,  on  his  own,  in  an  apartment  building  he  owned. 

He  was  tired  of  the  law  practice.  He  had  made  a  lot  of 
money,  owned  a  lot  of  apartment  buildings,  so  he  was  looking 
for  something  new.  So  he  decided  he  wanted  to  be  assessor, 
and  then  he  was  going  to  run  for  controller,  then  for 
governor.  That  was  sort  of  his  plan.  So  he  took  over  this 


1.  Philip  Watson  resigned  under  pressure  from  both  the  Los 
Angeles  City  Council  and  the  Los  Angeles  County  Board  of  Supervisors  in 
the  fall  of  1977.  Alexander  Pope  was  appointed  to  succeed  him  in  1978. 
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office  where  Watson  had  gotten  so  he  couldn’t  control  it.  I 
remember  I  had  to  go  down  and  tell  the  county  counsel  in 
easy-to-understand  English — the  county  counsel,  that’s  the 
chief  lawyer  of  the  board  of  supervisors  of  the  great  county 
of  Los  Angeles — I  went  down  and  told  this  guy,  ”You  can’t 
have  Watson’s  lawyer  telling  the  staff  of  the  assessors  what 
to  do.  There’s  no  way  you  can  do  that.  Only  the  assessors 
can  instruct.  You  cannot  have  a  representative  who’s  not  an 
employee  tell  the  staff  what  to  do.  If  you  start  doing  that, 
you’re  going  to  have  real  problems.” 

Let  me  ask  you  a  digressive  question  just  a  minute  here.  Was 
it  common  for  members  of  the  board  of  supervisors  to  check  on 
the  county  assessors  in  their  districts? 

Not  really,  in  modern  times.  It  was  in  the  old  days.  In  Los 
Angeles  County,  the  way  they  had  it  set  up  is — we’re  talking 
about  the  1970s — each  supervisor  had  a  group  of  county 
departments  that  he  overlooked.  So  generally  it  was  the 
chairman  of  the  board  of  supervisors  that  had  the  assessor’s 
office.  So  they  knew  about  what  was  going  on. 

The  other  part  of  my  question,  how  about  you  personally?  Did 
members  of  the  Board  of  Equalization  go  around  to  the  county 
assessors  in  their  districts  and  check  on  them  from  time  to 
time? 

Yes,  we  did.  And  I  did.  Mr.  Leake  did.  Mr.  Leake  sent  his 
man;  he  didn’t  do  it  himself  very  often.  But  he  went  around 
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a  lot.  I  mean,  his  man  did.  They  intimately  knew  what  was 
going  on. 

So  it  was  along  those  lines  that  you  were  reporting  to  the 
supervisors  about  Watson. 

I  used  to  make  a  regular  practice  of  going  around  to  the 
different  counties.  By  1975,  I  was  down  to  one,  but  when  I 
had  the  eight  counties,  I  went  to  them  every  year  at  least 
once,  sometimes  two,  three  times  a  year.  I  tried  to  make  a 
practice  of  knowing  what  was  going  on.  I  had  all  the 
information  my  own  staff  had;  I  had  a  lot  of  information. 

The  politics  of  that  was  pretty  good.  You  got  to  know  where 
they  were;  you  got  to  know  how  to  run  in  that  county.  It’s 
something  you  like  to  know  when  you're  an  elected  official. 
Excuse  me.  Back  to  Pope. 

Pope  is  a  very  attractive  guy  to  me.  He's  well-spoken  but 
he's  not  much  of  a  detail  man.  He  got  himself  in  this 
situation  where  the  Jarvis  people  taunted  him,  I  think 
spurred  on  by  Watson,  to  disclose  to  people  what  their  new 
assessments  were  going  to  be  before  July  1  because, 
obviously,  the  staff  had  them  on  mechanically.  They  had  to 
put  them  on  in  April  or  May.  So  Pope  had  this  dinner  out  at 
the  Beverly  Wilshire  Hotel,  a  fund-raising  dinner,  you  know, 
a  couple  of  hundred  people  there.  Without  telling  me  he  was 


going  to  do  it  in  advance,  he  announced  to  the  press  that 
beginning  the  next  day,  people  could  go  to  the  assessors' 
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branch  offices  in  the  different  parts  of  L.A.  County  and  find 
out  what  their  new  assessments  were  going  to  be.  I  remember 
I  just  about  died.  I  thought,  my  God,  this  is  going  to  shake 
the  thing  up.  I  knew  about  the  100  percent  increases  but  I 
didn’t  know  about  the  200  percent.  Of  course,  I  wasn’t 
running  this  office.  That’s  really  one  of  the  things  that 
set  off  Proposition  13.  Proposition  13  was  languishing. 

This  dinner,  I’d  say,  was  the  end  of  March,  first  of  April 
[1978].  I  don’t  really  remember  all  the  polls,  but 
Proposition  13  never  got  a  majority  of  votes  until  sometime 
later  than  that.  Finally,  when  Jerry  Brown,  the  then 
governor  of  California,  called  up  Pope  in  the  middle  of  the 
night  and  wanted  to  reverse  the  assessments — lower  the  roll, 
that’s  what  they  called  it — that  got  out  into  the  media.  All 
of  a  sudden,  everybody  got  mad.  Here  were  these  scheming 
politicians,  and  that  got  13  through.  That  did  it.  Bang! 

Just  like  that. 

That’s  a  little  bit  ahead  of  where  we  are,  but  it’s  very 
interesting  to  see  that.  In  other  words,  your  feeling  is 
that  Prop.  13  might  have  gone  the  same  way  the  Watson 
initiatives  went. 

It  might  have  been  defeated.  There  were  a  lot  of  people  who 
were  frightened  of  that.  They  realized  that  local  government 
would  be  reduced  to  a  shell  of  its  former  self;  the  county 
government  and  school  districts  particularly  would  be  nothing. 
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The  cities,  the  way  it  worked  out,  were  able  to  get  around 
Proposition  13  for  a  variety  of  reasons,  most  of  which  they 
weren’t  aware  of  at  the  time.  But  they  found  out  quick  how 
to  do  it.  And  the  idea  that  you  were  going  to  throw  all  this 
stuff  up  into  Sacramento,  which  was  ill  prepared  and  still  is 
ill  prepared  to  deal  with  the  problems,  it  just  is.  A  lot  of 
people  distrusted  Jerry  Brown  even  then.  They  didn’t  think 
the  legislature  could  handle  these  problems.  They  didn’t 
want  the  legislature  to  handle  these  problems,  so  they 
opposed  13. 

Let’s  go  on  to  a  couple*  more  things  on  the  Reagan  era. 
Flournoy  was  quoted  as  saying  that  the  solution  the  Reagan 
people  had  to  the  growing  value  of  houses  and  therefore  the 
constantly  rising  assessment  rolls  was  exemption.  Did  you 
ever  recall  his  saying  that  to  the  board  or  being 
particularly  a  proponent  of  exemptions? 

It  seems  to  me  somewhere  in  the  Reagan  administration  they 
increased  the  homeowner’s  exemption  by  some  amount,  not  a 
very  great  amount. 

It  started  at  $750  and  it  was  pushed  up  to  $1,750,  I 
believe.  That  was  around  1972  or  1973,  I  think. ^ 

I  don’t  think  any  serious  efforts  were  made  beyond  that. 


The  Property  Tax  Relief  Act,  S.B.  90,  1972  Reg.  Sess. ,  Cal. 
1406,  made  this  change. 
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Now,  household  personal  property  was  exempted  somewhere  along 
in  there.  It  has  never  been  a  significant  revenue  producer 
and  it  had  been  very  difficult  to  administer,  and  so  nobody 
missed  it,  really. 

So,  philosophically,  you  don’t  recall  that  Flournoy  was  on 
one  side  of  the  fence  on  exemptions  and  the  Board  of 
Equalization  was  on  the  other. 

No.  Reagan  supported  a  very  few  exemptions,  but  the 
exemptions  in  all  the  tax  laws  really  grew  dramatically  when 
Jerry  Brown  was  governor.  There  were  a  number  of  reasons  for 
that  but  we’ll  get  to  those  later  on.  Reagan  wasn’t  very 
much  for  that  stuff.  Reagan  didn’t  have  a  lot  of  program. 
Reagan’s  whole  governorship  consisted  of  posturing  of  one 
sort  of  another,  like  attacking  the  University  of  California 
and  things  like  that.  That  was  his  bag.  They  didn’t  really 
have  much  of  a  legislative  program,  and  they  weren’t 
interested  in  any.  They  were  running  for  president,  and  the 
governorship  was  just  a  stepping-stone.  They  didn’t  really 
care  much  about  what  happened.  He  had  some  strong 
administrators  in  some  departments,  and  those  were  the  guys 
that  ran  the  government.  If  they  kept  their  noses  clean, 
they  could  do  just  about  anything  they  wanted. 

Let’s  run  the  exemptions  just  so  people  have  a  good  feeling 
of  what  the  stage  is  like  before  Jerry  Brown  came  on. 

There  weren’t  that  many  in  any  of  the  laws  at  that  time. 
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There  was  a  homeowner's  exemption  that  had  already  started 
but  it  was,  as  you  say,  a  fairly  small  one.  The  veteran's 
exemption  you've  already  said  was  really  not  amounting  to 
much. 

It  was  being  phased  out  by  the  homeowner's  [exemption]. 

Now,  business  inventory  exemption,  did  that  take  a  big  bite 
out  of  tax  revenue? 

It  certainly  did  on  the  local  level.  As  I  recall  the  way 
that  that  one  came  in,  after  Proposition  13  passed,  first 
they  had  50  percent  of  the  exemption  of  the  business 
inventory,  then,  I  think  100  percent.  It  took  over  a  two-  or 
three-year  period.  But  remember,  the  rate  was  down  to  1 
percent  at  that  point. 

I  believe,  though,  before  Prop.  13,  there  was  a  30  percent 
exemption.  Prop.  13  raised  it  to  50  percent.^  I  think  there 
had  been  a  business  inventory  exemption  prior  to  1978. 

I  just  don’t  remember  the  whole  thing.  The  big  push  I 
remember  was  after  13.  I  just  couldn't  believe  it.  The  Bank 
of  America  took  off  one  of  the  big  vice  presidents  in  San 
Francisco  and  got  him  working  on  this  thing  full  time.  It 
was  a  constitutional  amendment,  as  I  remember. 


1.  The  business  inventory  exemption  was  initiated  at  15  percent 
by  S.B.  8,  1968  First  Ex.  Sess.,  Cal.  Stat.,  ch.  1.  It  was  subsequently 
raised  to  30  percent  by  A.B.  1,  1971  First  Ex.  Sess.,  Cal.  Stat.,  ch.  1, 
and  then  to  50  percent  after  1973  by  the  Property  Tax  Relief  Act  of  1972 
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We’ll  get  into  that  maybe  later  on. 

It  was  just  crazy. 

Of  course,  you  had  long  had  so-called  welfare  exemptions: 
churches  and  so  forth.  Were  they  steadily  increasing  through 
the  sixties? 

They  were  steadily  increasing.  If  you  go  back  and  look  at 
the  annual  reports,  they  were  relatively  insignificant  until 
some  time  in  the  sixties.  Then,  for  some  reason,  people 
seemed  to  really  get  into  this  business  of  trying  to  get 
exemptions.  It’s  sort  of  odd  in  that  first  you’d  have  to  go 
out  and  get  your  federal  exemptions,  your  C3  and  all.  Then, 
you’ve  got  to  get  a  state  one  from  the  Franchise  Tax  Board 
which  is  really  easy  to  get  if  you  have  your  federal  one. 
They’d  have  this  property,  and  with  a  lot  of  charitable 
organizations,  the  only  thing  that’s  exempt  is  their  business 
personal  property,  their  typewriters,  and  stuff  like  that. 

You  sort  of  wonder  why  they  go  through  all  this  stuff.  But 
there’s  no  question  that  the  thing  grew.  Now,  the  bad  part 
from  the  board’s  point  of  view  was  that  the  cultural 
organizations  got  into  it.  The  first  big,  tough  one,  one  of 
the  things  we  got  smashed  in  the  courts,  was  the  Stockton 
Civic  Center  Theater  case.  Now,  the  facts  of  that  are  this: 
It  was  a  community  theater  event,  there’s  no  question  about 
that.  It  was  a  nonprofit  organization.  They  went  out  and 
hired  professional  actors  and  paid  them  the  professional 
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rate,  and  they  charged  regular,  commercial  rate  for 
admission.  Then,  I  think,  they  had  a  few  free  seats.  They 
carried  that  up  to  the  supreme  court  of  California  and  got 
the  plays  exempt.  The  next  thing  you  know,  you  had  some  real 
big  ones.  The  Music  Center  came  on  stream,  and  they  played 
games  and  got  that  whole  goddamned  thing  exempt,  which  is  a 
very  complex  issue  on  how  they  did  that  one.  Then,  there’s 
an  open-air  theater  in  Griffith  Park  which  was  solely 
commercial  performances  with  free  seats  one  day  a  year.  That 
Music  Center  is  free  one  day  a  year.  You  know  what  day  that 
is?  Christmas. 

Is  that  a  legal  stipulation? 

They  have  to  have  a  freebie.  There’s  no  question  you’ve  got 
to  have  something  for  the  public,  but  that’s  their  day.  I’m 
saying  it’s  very  nice  to  go  there,  by  the  way,  but  it’s 
free.  This  set  off  a  lot  of  this  sort  of  thing,  and  we  just 
had  a  terrible  time  on  theater- type  things.  Another  one  was 
homes  for  the  aged.  There  were  a  couple  of  cases  on  that.  I 
think  one  of  them  had  been  decided  just  before  I  got  on  the 
board.  There  was  another  one,  a  Catholic  home,  after  I  got 
on  the  board.  The  court  ruled  that  even  if  there  was  just  a 
very  small  amount  of  contribution.  .  .  ,  When  you’ve  got 
these  homes  for  the  aged,  you  paid  quite  a  lot  of  money  to 
get  in.  These  are  the  times  when  you  had  your  health  care 
and  everything  being  paid  for;  they  don’t  have  any  of  those 
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anymore,  can’t  do  it.  They  got  all  those  goddamned  things 
in.  Those  are  pretty  much  homes  for  well-to-do  people. 
They’re  not  starving  Armenians.  I  don’t  want  to  kid  you 
about  that.  So  a  lot  of  those  got  exempt.  The  church  got 
theirs  exempt.  I  must  say  the  Catholics  are  pretty  good 
about  this;  they  don’t  play  games  in  this  area.  I  found  them 
pretty  straight  to  deal  with.  It’s  these  damned  Protestant 
sects  that  are  the  bad  ones.  They  would  go  out  and  get 
involved  in  schools  and  God  knows  what  all.  Then,  we  had  the 
Universal  Church  of  Christ.  You  know,  the  one  that’s  the 
mail-order  thing  up  in  Merced  or  Modesto  or  wherever  it  is? 
Apparently,  for  $15  you  can  become  a  minister.  You  can 
become  a  bishop  for  $25.  What  you  get  out  of  that  is,  a  lot 
of  people  tried  to  get  their  home  as  their  church,  and  we 
held  that  one  off.  But  the  new  board  we  have  now,  I 
understand  they’ve  caved  in  on  a  lot  of  that  stuff.  I  don’t 
know  how  they’re  going  to  deal  with  that.  It’s  not  my 
problem;  I’m  not  there  anymore.  But  there’s  a  big  pressure 
on  to  have  property  tax  exemptions,  and  a  lot  of  that  came 
out  after  13.  It’s  funny  that  once  you  start  getting  tax 
scams  going,  it’s  easy  to  breed  them.  Here  was  the  rate 
reduced  to  1  percent,  which  is  insignificant.  The  taxes  on 
this  house,  forget  it.  People  just  went  bananas  after  13.  I 
mean,  on  the  charitable  exemptions,  church  exemptions,  all 
kinds  of  stuff  came  in  on  that.  I  don’t  know  whether  you 


287 


NEVINS: 


de  GRAAF: 


NEVINS: 


de  GRAAF: 
NEVINS: 


want  to  go  through  them  all  but  they  were  pretty  awful,  just 
take  it  from  me*  Here  are  people  getting  service  from 
government.  It  wasn’t  that  expensive.  Why  are  they  doing 
this?  One  of  the  legacies  of  the  Reagan  administration  at 
the  state  and  federal  level  is  just  a  thing  where  you  try  to 
rip  off  government,  as  if  government  were  something  different 
and  you  are  not  a  part  of  it.  Like  on  this  jury  duty. 

People  want  to  be  paid  time  and  a  half  when  they’re  on  jury 
duty.  Plus  the  $5.  There’s  no  idea  that  this  is  part  of  the 
system. 

The  last  exemption  I’ll  note  is  one  you  already  commented  on 
last  time  but  you  might  want  to  say  a  little  more  about  it, 
and  that  was  the  open  space.  That,  of  course,  came  in  with 
the  Williamson  Act.  But  then  in  1973  there  was  quite  an 
augmentation  of  open  space  exemptions,  was  there  not? 

Right.  Open  space  is  locally  administered.  Welfare 
exemptions,  the  board  played  a  big  role  in  the  administration 
of  that.  To  get  the  welfare  exemption,  you  came  to  the 
assessor,  you  filled  out  a  form,  then  assessors  sent  it  to 
the  board,  and  then  the  board  approved  it  or  didn’t  approve 
it  and  sent  it  back  to  the  assessor.  On  the  open  space  and 
the  church  exemptions,  the  board  had  no  relation  to  those  at 
all . 

Not  on  the  church? 

Not  on  the  church.  But  churches  came  in  for  the  welfare 
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exemptions,  and  that's  where  we  dealt  with  them*  On  open 
space,  when  it  first  came  in.  ...  I  can't  remember  just 
when  it  was  but  about  1967.  .  .  . 

de  GRAAF:  Nineteen  sixty-five,  the  act  was  passed. 

NEVINS:  But  I  don't  think  it  really  became  effective  until 

1966-1967.  There  was  a  constitutional  amendment  that  really 
made*  it  effective.^  They  did  it  on  a  statutory  basis,  and 
then  there  was  a  constitutional  amendment  that  made  it 
effective.  The  people  who  supported  that  was  the  Irvine 
Company,  and  they  had  their  law  firm — Gibson,  Dunn,  and 
Crutcher — draw  this  measure  up.  They  got  it  to  the 
legislature.  It  was  a  legislative  constitutional  amendment 
and  it  got  passed  by  the  people.  The  initial  use  of  it  on 
hundreds  of  thousands  of  acres  was  in  the  San  Joaquin  Valley, 
and  none  of  us  could  figure  out  why  that  was  because  we  felt 
that  the  city  encroachment  on  rural  property  was  the  one  that 
was  making  the  values  go  up.  We  felt  that  the  kind  of  people 
that  were  going  to  do  it  are  going  to  be  people  like  in 
Ventura  County,  Santa  Barbara  County,  L.A.  County,  Orange 
County,  San  Diego  County.  That  occurred  in  Orange  County, 
there's  no  question  about  it.  L.A.  County  flatly  refused  to 


1.  Proposition  3,  Open  Space  Conservation,  approved  in  November 
1966,  authorized  the  legislature  to  define  open  space  lands,  provide 
restrictions  to  their  use,  and  establish  a  basis  for  assessing  them. 
S.C.A.  4,  1966  First  Ex.  Sess. ,  Cal.  Stat.,  ch.  104. 
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go  into  the  program.  The  only  property  they  ever  let  in  was 
Catalina  Island,  period.  Nothing  else.  They  just  said, 
"We’re  not  going  to  go  for  this  baloney." 

That  was  an  option  of  each  county,  to  choose  to  go  in? 

The  county  didn’t  have  to  go  into  the  program.  You  make  a 
contract  with  the  board  of  supervisors  is  what  it  boils  down 
to,  that  you  will  keep  this  property  in  rural  or  agricultural 
use  for  ten  years.  The;  terms  of  that,  you  get  the  tax 
measured  by  a  sort  of  fake  income  value  for  the  property,  and 
that’s  what  it’s  all  about.  The  proponents  talked  about  how 
it  was  going  to  improve  the  planning  and  everything.  Of 
course,  it  wasn’t.  Counties  weren’t  required  to  have  plans 
at  that  time.  It  wasn’t  until  later  that  counties  were 
required  to  have  plans.  Now,  they’re  required  to  have  plans 
and  a  whole  bunch  of  stuff.  But  the  thing  was  just  a  tax 
gimmick,  and  Irvine  was  a  big  beneficiary.  I  believe  now 
that  there  won’t  be  any.  I  noticed  all  the  property  that  was 
in  it  that  I  knew  was  in  it  isn’t  in  it  anymore  in  Orange 
County,  so  they  must  have  let  all  their  contracts  run  out  and 
give  them  the  ten  years’  notice.  You  live  down  there. 

I’m  not  aware  there  are  many  open  space  areas  left,  but  I’m 
not  sure. 

A  lot  of  people  didn’t  go  into  it  because  they  wanted  to  be 
able  to  subdivide  at  their  own  choice.  There  were  both 


sides.  Company  one  wanted  to  save  the  taxes,  wait  for  the 
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ten  years,  and  that’s  Irvine.  Then  there  were  others  in 
Orange  County;  I  don’t  think  the  Segerstroms  or  any  of  those 
ever  went  into  it. 

The  main  uses  of  it  in  Orange  County  now,  I  think,  are  some 
genuine  environmental  things.  The  Laguna  Greenbelt,  for 
instance. 

But  you  have  to  have  a  plan  to  really  make  those  go.  If  you 
don’t  have  the  plan,  then  they  don’t  go  very  well.  It  seems 
to  me  that  whole  open  space  thing  sort  of  died.  I  don’t 
think  it’s  a  major  gimmick  anymore,  I  really  don’t.  I  don’t 
know  any  place  that’s  really  using  it  anymore.  The 
landowners  want  to  be  able  to  sell.  They  don’t  want  to  be 
held  up  for  ten  years  and  they  don’t  want  to  pay  the 
penalties.  The  few  counties  where  they  tried  to  have  windows 
where  they  could  get  out,  the  scream  was  so  great  that  nobody 
wants  to  go  through  that.  Landlord  types  want  to  do  it 
quietly.  .  . 

[ Interrupt ion ] 

We  were  talking  about  exemptions,  and  I’d  like  to  ask  a  few 
more  questions  along  those  lines.  Quite  a  few  of  these 
exemptions  we  mentioned  did  date  from  the  late  sixties  or 
early  seventies.  One  that  gets  talked  about  in  the  late 
sixties  and  almost  is  a  perennial  issue  until  it’s  apparently 
resolved  in  1976  was  the  principal  office  deduction  for 


insurance  tax. 
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Apparently,  when  the  insurance  tax  was  first  put  in,  and 
we’re  talking  about  around  1850,  there  was  the  feeling  that 
we  should  encourage  the  building  of  office  buildings  by  the 
insurance  companies.  I  don’t  believe  the  exemption  was  in  in 
1850  but  I  believe  somewhere  along  the  line,  about  1870  or 
somewhere  along  in  there,  the  concept  was  put  in  tfLet’s 
deduct  from  the  insurance  tax  the  property  taxes  that  an 
insurance  company  would  pay  on  a  building  they  bu:i]t  to  do 
business  in  California.”  That  was  the  concept.  What 
happened,  of  course,  was  that  insurance  companies  realized 
this  is  a  great  bonanza  for  real  estate,  so  the  idea  why  not 
build  a  building  that  was  twenty  times  or  thirty  times  our 
needs  and  then  rent  it  out,  and  then  we’ll  have  this  subsidy 
from  the  government.  So  that’s  what  happened.  Of  course, 
there  are  an  awful  lot  of  insurance  companies  in  California, 
around  300  or  400  of  them,  and  not  every  one,  of  course,  took 
advantage  of  that.  But  lots  of  them  did.  There  were  some 
insurance  companies  that,  as  far  as  w e  could  see,  the  only 
reason  they  did  any  insurance  business  at  all  was  to  get  the 
home  office  exemption.  They  just  did  enough  business,  made 
enough  premium  tax  so  that  it  would  be  exhausted  by  the 
property  tax.  Anyway,  the  development  of  California  as  a 
state  and  the  need  for  the  revenue  that  was  lost  in  this 
exemption  from  property  tax  in  the  insurance  tax  brought  on  a 
campaign  to  get  rid  of  it.  It  finally  died,  but  it  was  a 
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long  fight,  I’d  say  twenty-five,  thirty  years  of  struggle 
before  that  particular  exemption  was  removed. 

Apparently,  you  didn’t  have  much  luck  with  the  legislature. 

I  believe  it  was  finally  a  voters’  proposition  in  1976  that 
got  rid  of  it.l 

I  think  it  was  a  measure  put  on  the  ballot  by  the 
legislature.  I’m  pretty  sure  it  was.  There  was  some  sort 

of  triggering  event  that  made  it  fly,  and  I  don’t  remember 

what  it  was.  But  it  was  one  of  those  things  where  the 
insurance  companies,  in  their  usual  way,  did  not  act  with 
great  discretion  and  got  everybody  upset. 

One  other  exemption  that  is  mentioned  in  passing  besides  that 
is  one.  ...  I  can’t  put  the  date  down  but  sometime  in  the 
early  seventies,  I  believe,  there  was  some  sort  of  racehorse 
exemption  whereby  racehorses  that  had  been  taxed  as  property 
based  on  their  earnings  suddenly  got  taxed  as  a  simple  animal? 
That  goes  back  to  taxes  that  had  been  on  cattle.  As  I’ve 

sort  of  mentioned  to  you  off  and  on,  the  agricultural 

interests  are  very  clever  in  taxes,  very  clever.  While  there 
was  a  tax  on  inventories  of  animals,  the  problem  came  up, 
well,  how  do  you  tax  animals  that  move  from  one  county  to  the 
other?  They  were  particularly  talking  about  range  cattle. 


1.  Propositon  6  (June  1976). 
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The  second  question  was,  how  do  you  find  them?  There  was  a 
plan  developed,  I  believe  in  the  mid-sixties,  let’s  give  the 
grazing  animals  a  little  tax  break  in  terms  of  rate  but  let’s 
create  a  taxing  system  where  we  can  tax  them  while  they’re  in 
each  county  so  we  don’t  run  into  this  thing,  well,  all  the 
taxes  are  in  San  Bernardino  County  when  they  should  be  in  San 
Joaquin  County.  So  the  head  day  tax  came  on.  As  I  remember, 
the  tax  break  is  roughly  40  percent.  If  the  cows  or  the 
cattle,  whatever  it  may  be,  were  in  the  county  all  the  time 
and  were  there  on  the  lien  date,  then  you  would  get  a  tax 
break  of  roughly  40  percent.  So  you  created  this  thing  where 
you,  I  think,  told  how  many  cattle  you  had  in  each  county  on 
one  day  of  each  month.  I  think  that’s  the  way  it  worked. 
Then,  you  paid  to  that  county  that  revenue.  The  legislature 
has  the  power  to  tax  personal  property  any  way  they  choose. 

It  takes  a  two-thirds  vote  but  they  can  do  it  any  way  they 
want,  and  so  they  used  that  power  to  get  to  this  result  that 
we  discussed  here.  Of  course,  while  there  wasn’t  [an 
exemption  from]  a  tax  on  inventories,  that  was  quite 
successful.  It  was  really  quite  well  accepted  by  everybody 
after  it  got  started.  It  sounded  a  little  complicated  at 
first  but  once  people  got  the  hang  of  it,  why,  they  kept  it. 
There  wasn’t  any  real  objection  to  it  that  I  recall.  I’m  not 
sure  I  had  any  agricultural  counties  while  it  was  in  force 
but  I  knew  enough  people  in  it  that  they  let  me  know  it  was 


294 


NEVINS: 


de  GRAAF: 
NEVINS: 


de  GRAAF: 


NEVINS: 


going  all  right.  Of  course,  when  the  inventories  generally 
were  exempted,  of  course,  they  were  exempted  too,  so  that 
took  care  of  that.  Cattle  being  goods  held  for  sale  were 
t heref ore  inventory . 

But  the  racehorse  thing,  as  I  recall  .  .  . 

What  happened  is  the  racehorse  people  saw  this  and  so  they 
wanted  something  like  it  and  they  lobbied  for  it.  I  just 
don’t  remember  all  the  gruesome  details.  It  seems  to  me  that 
one  didn’t  come  on  until  1986  or  1987,  actually. ^ 

I’ll  have  to  check  the  date  but  I  recall  that  the  annual 
report  I  saw  this  in  had  some  livid  comparisons  of.  .  .  . 
They’re  using  Secretariat,  I  think,  as  their  example.  Before 
the  change  went  through,  he  would  have  been  taxed  at  an 
annual  cost  of  $20,000  or  $30,000,  and  once  this  change  went 
through,  his  tax  would  be  $150. 

Racehorse  people  have  a  lot  of  lobbyists  in  Sacramento 
because  the  racing  system  itself  is  a  governmental ly  allowed 
system  of  business.  So  people  who  are  in  those  naturally 
have  to  have  lobbyists.  There  is  a  tax,  of  course,  on  racing 
in  California  measured  by  the  amount  bet  every  day.  It’s  not 
a  very  big  tax,  actually.  It’s  around  $100  million;  that’s 


1.  The  change  in  the  method  of  taxing  racehorses  came  in  A.B. 
205,  1971  Reg.  Sess.,  Cal.  Stat.,  ch.  1759.  On  the  grounds  that 
ambiguous  and  volatile  property  assessment  procedures  made  taxing  horses 
as  property  M inequitable, ”  the  legislature  changed  to  an  annual  fee  on 
each  horse. 
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just  not  much  in  California.  So  the  racing  people  thought 
because  they  developed  this  tax  that  they  could  therefore  get 
their  animals,  the  horses,  reduced,  and  that's  what  this  is 
all  about.  They  think  they're  doing  a  lot  for  California. 
They've  got  so  many  other  tax  benefits  at  the  federal  level  I 
don't  know  why  they  need  any  at  the  state  level,  especially 
at  a  1  percent  tax.  Of  course,  horses  used  for  racing  are 
not  inventory;  they're  equipment.  That's  why  they  wanted 
that . 

A  final  thing  on  exemptions:  apparently  it  becomes  a  matter 
of  some  concern  to  the  board  as  early  as  1969  or  1970  because 
it  was  in  that  annual  report  that  I  noticed  a  fascinating 
figure  that  somehow,  starting  from  1946,  they  found  there  had 
been  a  thirty-onefold  increase  in  welfare  exemptions  between 
1946  and  1970.  The  comment  was  made,  either  in  that  report 
or  one  a  couple  of  years  later,  that  it  was  the  exception 
rather  than  the  rule  to  find  property  in  California  that  was 
not  in  some  way  or  another  under  some  sort  of  exemption. 

Now,  do  you  recall  a  great  deal  of  discussion  among  the  board 
about  the  issue  of  exemptions  in  the  very  early  seventies? 

As  I  pointed  out  to  you,  the  way  the  welfare  exemption  comes 
to  the  board  is  that  a  constitutional  measure  which  passed  in 
1944  put  the  board  in  some  control  on  these  exemptions  so 
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that  there  would  be  some  kind  of  uniformity  in  the  state.  ■*- 
When  the  exemption  started — T  think  the  first  one  was  filed 
about  1945,  1946 — there  really  weren’t  very  many  for  quite  a 
long  time.  The  concept  was  that  in  other  states  there  were 
property  tax  exemptions  like  this,  and  in  California,  usually 
the  assessors  underassessed  properties  that  were  used  in  a 
welfare  way.  So  the  concept  was  that  it  wouldn’t  be  used 
very  much,  and  the  author  of  the  constitutional  measure 
mentions  in  his  ballot  argument  that  he  felt  that  it  would  be 
a  limited  exemption,  that  it  would  not  cover  large  spaces  of 
land,  and  that  it  could  not  be  expected  to  be  a  major  fiscal 
problem  for  local  government.  I  think  that  was  true  until 
somewhere  in  the  late  fifties  and  early  sixties,  then  all 
kinds  of  organizations  started  finding  ways  to  qualify  their 
property  for  the  welfare  exemption.  I  mentioned  the  homes 
for  the  aged.  I  think  in  one  of  those  reports  we  have  graphs 
showing  the  different  ways  that  people  got  welfare 
exemptions.  Then,  some  kind  of  histor'ical  property  got  into 
it  and  shoehorned  into  that  one.  A  free  museum  was  supposed 
to  get  an  exemption;  that’s  in  the  constitution.  But  most  of 
them  wanted  to  charge  admission,  so  they  came  in  under  the 
welfare  exemption.  So  the  Norton  Simon  [Museum]  and  a  lot  of 


1.  A.B.  502,  1945  Reg.  Sess.,  Cal.  Stat.,  ch.  241. 
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museums  like  that  came  in  through  the  welfare  exemption.  I 
mentioned  these  church-related  activities  that  weren’t 
churches.  There  came  welfare  claims  on  that.  Some  of  the 
private  schools  came  in  under  the  welfare  exemption  instead 
of  the  school  exemption,  which  was  an  exemption  they  had 
gotten  about  1954.  They  felt  that  it  was  easier  to  qualify 
under  the  welfare  exemption.  So  that,  plus  the  theater  thing 
T  told  you  about,  which  was  a  new,  creative  thinking  on  the 
part  of  people  out  in  the  general  public,  resulted  in  our 
starting  to  get  a  lot  of  stuff  under  welfare  exemptions  that 
I  think  the  author  of  the  original  constitutional  amendment 
hadn’t  thought  possible.  Each  one  of  them  may  only  be  $200, 
$300  but  when  you  get  them  all  together.  ...  I  think  there 
are  about  7,000.  They’re  rather  hard  to  administer,  and 
these  theatrical  ones  right  now,  I  would  say,  are  extremely 
difficult  because  there’s  just  very  little  difference  between 
them  and  a  commercial  theater.  The  Schubert  Theater,  which 
is  a  commercial  theater,  is  hardly  distinguishable  from  the 
Music  Center,  which  is  not. 
de  GRAAF:  Going  on  into  the  late  sixties  and  early  seventies,  there’s 

an  interesting  issue  which  comes  up  in  late  1968  or  early 
1969  that’s  alluded  to.  It’s  a  double-pronged  threat  to  the 
local  sales  and  use  tax.  The  first  prong  was  that  Congress, 
apparently,  was  considering  some  sort  of  legislation  that  the 
annual  report  warned  would  impair  California’s  sales  and  use 
tax,  and  the  board  took  a  rather  strong  stand  against  it. 


298 


NEVINS:  That’s  right.  What  had  happened  was  that  the  U.S.  Supreme 

Court,  in  about  1958,  had  permitted  states  to  tax,  on  a 
corporation  basis,  property  in  different  states.  They 
approved  an  allocation  method  used  by  the  state  of  Minnesota, 
in  particular.  I  think  it’s  called  Northwest  Portland 
Cement. ^  The  reaction  from  that  by  the  business  community 
was  so  intense  that  they  got  a  measure  passed  in  the  Congress 
at  the  last  minute  under  the  commerce  clause  prohibiting 
states  from  taxing  this  kind  of  property  as  a  way  of 
allocating  income.  At  the  same  time,  the  people  who  were  so 
incensed  by  this  income  tax  problem  that  arose  out  of  the 
Northwest  Portland  Cement  got  the  idea,  well,  maybe  we  can 
exempt  certain  kinds  of  interstate  sales  from  local  sales 
taxes.  So  they  had  a  committee  created  which  came  to  be 
known  as  the  Willis  Committee,  and  what  they  were  trying  to 
show  was  that  a  state  shouldn’t  be  able  to  tax  certain  kinds 
of  interstate,  particularly  mail-order,  business  that  some 
states  had  taxed.  California,  early  on,  had  made  a  decision 
that  we  were  not  going  to  try  to  tax  those  transactions.  We 
thought  it  wasn’t  worth  the  struggle.  But  we  clearly  didn’t 
want  to  have  Congress  pass  legislation  prohibiting  us  from 


1.  Northwestern  States  Portland  Cement  Company  v.  State  of 
Minnesota,  358  US  450  (1959). 
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taxing  these  kinds  of  transactions  because  if  they  could  do 
that,  then  they  could  use  their  power  on  interstate  commerce 
to  reach  a  lot  of  other  transactions  that  we  had  taxed  all 
along  and  that  we  clearly  felt  we  had  the  right  to  tax.  If 
the  Congress  acts  under  the  commerce  clause,  then  they 
preempt  the  area,  and  we  didn’t  want  this  area  preempted. 

That  was  our  real  aim  on  why,  even  though  we  didn’t  tax  those 
particular  transactions,  we  didn’t  want  to  have  any  federal 
law  prohibiting  us  to.  So  I  think  I  made  at  least  two  trips 
to  Washington.  They  were  usually  made  in  conjunction  with 
some  kind  of  tax  administrators’  meetings.  T  believe  I  went 
at  least  twice  and  testified,  carefully.  Over  time,  the 
sales  tax  issue  died  away.  In  fact,  in  recent  times,  the 
states  have  been  specifically  taxing  some  such  things,  and 
California  is  looking  at  it  again.  California  has  now 
changed  its  statute  and  is  taxing  a  portion  of  these 
transactions  that  we  didn’t  tax  before.  This  law  was  changed 
about  four  or  five  years  ago.  We’re  waiting  for  a  test 
case.  We’re  utilizing  the  idea  that  if  you  advertise  in  a 
newspaper  and  you  have  the  person  send  it  out  of  state,  then 
the  state  has  nexus,  and  therefore  we  can  tax  that 
transaction.  When  I  was  last  on  the  board,  we  were  waiting 
to  get  one  which  would  be  a  very  good  case  from  our  point  of 
view  before  we  actually  levied  the  tax  because  we  didn’t  want 
to  just  do  any  one  and  then  get  a  weak  one.  I  told  you  we 
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always  try  to  go  to  court  with  a  strong  case.  So  we  were 
analyzing  ones  and  we  were  looking  for  newspapers  or  cable 
TV.  We  felt  that  cable  TV  is  a  local  franchise.  If  an  item 
were  advertised  on  cable  TV  to  send  in  merchandise  from  out 
of  state,  then  we  could  collect  the  tax  on  that.  I  don’t 
believe  we’ve  actually  gone  ahead  on  that.  But  that  had  the 
full  support  of  the  board,  by  the  way;  there  wasn’t  any 
question  about  that,  including  the  Republican  member  of  the 
board.  He’s  very  strong  for  that. 

You’re  referring  to  [Ernest  J.]  Dronenburg,  [Jr.]? 

Dronenburg,  yes.  His  position  is,  what  you’re  doing  is 
you’re  just  taking  business  away  from  local  business  people, 
and  they’re  the  people  who  vote  for  him  and  they’re  the 
people  that  pay  our  salary,  therefore  you  should  look  out  for 
them.  That’s  his  line  of  reasoning,  even  though  it  has  an 
element  of  antibusiness  about  it. 

The  other  prong  to  this  sales  tax  was  that,  apparently, 
localities  were  adding  on  their  own  sales  tax? 

Right. 

And  the  board  was  trying  to  discourage  that  also? 

Let’s  go  back  [to  the  Bradley-Burns  Uniform  Local  Sales  and 
Use  Tax  Law] .  Before  I  was  on  the  board,  generally  a  lot  of 
the  bigger  cities  in  the  state — Los  Angeles,  San  Francisco, 
and  a  number  of  others — levied  a  local  sales  tax  which  they 
administered  themselves.  In  the  case  of  the  retailers,  it 
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was  making  it  very  difficult  for  business  in  California  if 
they,  say,  had  a  store  in  downtown  Los  Angeles  and  shipped  to 
Pasadena.  The  clerk  would  have  to  know  whether  they  were 
subject  to  the  tax,  (A),  and,  (B),  know  what  the  rate  is. 
Well,  in  the  case  of  Bullocks,  even  though  the  shipment  came 
from  Bullocks  Wilshire,  they  would  have  had  to  add  the 
Pasadena  tax  on  the  things  they  had  shipped  to  Pasadena. 
Obviously,  this  makes  shipping  clerks  into  tax  authorities, 
and  that’s  not  an  inexpensive  thing.  So  the  Bradley-Burns 
Act  allowed  the  voluntary  adoption  by  counties  and  cities  of 
a  uniform  local  sales  and  use  tax.  This  got  a  slow  start. 

The  big  counties  got  into  it  pretty  fast.  L.A.  got  in  it,  of 
course.  In  L.A.  County,  all  the  cities  got  to  keep  the  whole 
one  cent.  In  other  counties,  the  fight  has  been,  well,  the 
county  says,  ft0f  the  one  cent  that  you  collect  within  the 
city’s  boundaries,  we  ought  to  get  10  percent  of  it,”  or 
something  like  that.  That  fight  slowed  the  spread  of  the 
system  that  we  set  up.  About  1967,  the  last  county,  Tehama 
County,  went  into  the  system,  so  all  fifty-eight  counties  are 
in  it.  We  felt  it  was  one  of  the  more  successful  tax 
administration  schemes  that  we  were  involved  in  because  the 
effect  of  it  was  that  we  collected  the  tax  for  these  local 
people  at  a  cost  that  was  much  less  than  they  could  do  it 
[for] . 
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a  measure  reaffirming  that  the  Bradley-Burns  Act  had 
preempted  sales  tax  and  that  cities  .  .  . 

I  think  one  city  someplace  wanted  to  go  and  levy  an 
additional  tax. 

An  additional,  that  was  it. 

That  was  what  that  was  aimed  at.  I  don’t  remember  what  city 
it  was.  It  might  mention  in  the  report.  We  didn’t  want  that 
and  so  we  got  behind  the  law.  The  California  Retailers,  of 
course,  were  with  us  on  that  one. 

I  can  imagine.  Let’s  move  on,  then,  to  the  early  1970s,  when 
there  seemed  to  be  a  flurry  of  proposals  put  forth  for 
California  by  Republicans,  for  one  thing.  This  was  the  one 
significant  tax  package  I  was  able  to  find  in  the  Reagan 
period.  Reagan,  Flournoy,  and  [Howard  L. ]  Way,  and  Monagan 
and  the  chair  of  the  Assembly  Revenue  and  Taxation  Committee, 
William  Bagley,  all  gave  support  to  a  plan  to  apparently 
accept  withholding  on  income  taxes  in  return  for  a 
considerable  increase  in  the  homeowner’s  exemption  on 
property  taxes  and  a  bigger  increase  in  the  oil  depletion 
[allowance] . 1  I  was  wondering  if  your  board  got  in  that. 

Let  me  say  this.  Dealing  with  the  depletion  allowance  has 
been  an  issue  that  Californians  have  heard  about  forever,  and 


1.  Many  of  these  ideas  were  enacted  in  A.B.  1,  1971  First  Ex. 
Sess.,  Cal.  Stat.,  ch.  1  and  2. 
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I  don’t  think  we  ever  made  any  substantial  change  in  it. 

There  were  federal  changes,  and  I  think  we  follow  those,  and 
that’s  about  as  far  as  we  went.  The  oil  people  were  able  to 
deal  with  that  problem.  Now,  as  I  recall,  you’re  talking 
about,  I  think,  a  year  or  two  before  the  tax  plan  that  Reagan 
finally  adopted  was  adopted,  right? 

Yes. 

I  don’t  recall  anything  got  adopted  in  the  plan  that  you’re 
talking  about  there,  I  think  the  financial  problem  was 
foreseen  but  it  wasn’t  acted  upon  at  that  time.  That’s  my 
recollection  of  that. 

Yes.  Another  fascinating  one  that’s  floating  around  1970  is 
the  [Joe  A.]  Gonsalves  Amendment,  ^  Do  you  recall  that  one? 
Gonsalves  was  a  Democratic  assemblyman  from  Norwalk  that 
introduced  a  constitutional  amendment  that  would  reduce 
property  taxes  $1  billion  again  by  the  homeowner’s  exemption. 
I  don’t  think  that  one  ever  flew. 

I  don’t  think  it  did  either. 

Side  A] 

7,  Side  B] 

Gonsalves  was  a  man  of  limited  mentality.  His  family  had  had 
a  dairy  in  what  is  now  known  as  Cerritos.  It  was  called 
Dairy  Valley.  They  had  just  sold  out,  and  he  had  gotten 


1.  A . B .  1853,  1970  Reg.  Sess.,  died  in  the  assembly. 
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himself  elected  to  the  assembly  in  one  of  those  races  where 
three  or  four  guys  were  running  in  the  Democratic  primary. 

He  got  sort  of  carried  by  things  like  this.  He  was  a 
perfectly  nice  fellow  but  just  wasn’t  one  of  those  great 
politicians.  He  eventually  got  licked  and  is  now  a  lobbyist, 
of  all  things.  He  grabbed  on  the  feeling  that  homeowners 
were  being  mistreated  taxwise.  My  feeling  was  that, 
generally,  with  the  federal  exemptions  on  interest  and 
property  taxes,  homeowners  had  a  very  good  deal.  Then,  I 
think,  even  in  those  days,  there  was  some  special  capital 
gains  treatment  for  homes.  I  think  you  could  transfer  your 
capital  gains  to  another  house,  even  in  those  days. 

Nowadays,  of  course,  it  is  forgiven  us.  But  overall,  what  we 
were  doing  by  these  tax  gimmicks  that  were  out  there  at  the 
federal,  and  even,  to  some  degree,  at  the  state  level,  we 
were  increasing  the  value  of  houses,  which  had  the  effect  of 
pricing  them  out  of  people’s  [range.]  One  of  the  good  things 
about  property  taxes  is  they  keep  land  and  building  values 
down  because  of  the  holding  costs.  In  other  words,  if  you 
want  a  building,  you’ve  got  to  use  it;  you’ve  got  to  pay  the 
tax.  But  when  you  take  the  tax  off,  then,  of  course,  it 
[housing  costs]  goes  way  up.  That’s  what  happened  in 
California.  Our  property  taxes  are  low,  the  holding  costs 
are  low,  therefore  the  value  of  the  land  has  gone  up.  Now, 
people  are  saying,  "The  housing  costs  are  so  high  in 
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California  we  can’t  move  our  business  here.”  It  flows  from 
all  these  things  we  did  back  in  the  seventies,  and  people 
back  then  that  were  talking  about  it  foresaw  these  things  and 
said  this  is  what  was  going  to  happen  if  you  reduce  the 
holding  costs.  After  Proposition  13  passed,  you  could  just 
see  the  values  go  up  to  capitalize  on  the  difference  of  2 
percent  of  the  taxes.  I  can’t  do  the  math  in  my  head  how  to 
get  there  but  it  turns  out  to  be  quite  a  lot  of  money  that 
you  immediately  added  to  the  house. 

Another  proposition  comes  up  besides,  of  course,  the  ones  we 
mentioned  by  Watson.  Nineteen  seventy  was  the  year  when 
Watson  had  two  different  Propositions,  Prop.  9  and  another, 
both  at  the  same  time.  *  But  then  some  people  fi~om  San 
Francisco,  Mendelsohn  and  Francois,  as  well  as  the  assessor 
of  San  Francisco,  [Joseph  E. ]  Tinney,  put  forth  propositions, 
the  gist  of  which  was  differential  assessment  ratios. ^ 

I’m  not  sure  they  ever  got  that  on  the  ballot. 

No,  these  were  just  plans. 

The  San  Francisco  one,  that’s  essentially.  .  .  .  What  they 
had  was,  they  had  different  rates  for  different  kinds  of 


1.  The  interviewer  was  mistaken.  Watson’s  Proposition  9  was  in 
1968;  he  proposed  no  measure  in  1970. 

2.  Early  in  1970,  San  Francisco  County  Supervisors  Robert 
Mendelsohn  and  Terry  Francois  attempted  to  qualify  a  ballot  proposition 
that  would  have  reduced  the  assessed  valuation  of  single  family 
residences  to  15  percent  of  full  market  value,  while  leaving  all  other 
property  at  25  percent.  This  proposal  did  not  appear  on  a  1970  ballot. 
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property.  In  other  words,  business  inventories  were  taxed, 
as  I  recall,  40  percent.  Homes  were  around  11  [percent]. 
Hadn’t  A.B.  80  outlawed  that? 

When  it  outlawed  them,  then  the  people  wanted  it  back.  We 
raised  their  taxes,  is  what  it  boiled  down  to. 

So,  essentially,  this  was  an  effort  to  get  back  to  the  system 
before  A.B.  80. 

Right.  In  other  words,  what  had  happened  is,  as  a 
politician,  you  could  spend  other  people’s  money  for  your 
constituents,  and  that’s  always  good,  if  you  can  do  it. 

I  don’t  think  it  got  on  the  ballot  either.  It  was  just 
floating  around. 

I  don’t  recall  that  it  did. 

Finally,  there  was  one  put  forth  by  the  California  Teachers 
Association  [CTA]  to  shift  a  good  deal  of  the  funding  of 
welfare  and  school  costs  out  of  the  property  tax  over  to 
state  funding. ^ 

I  don’t  recall  that  they  got  in  on  the  ballot  either.  Let  me 
try  to  recall  as  best  I  can  the  teachers’  attitude.  In  the 
late  forties  and  fifties,  particularly,  the  school  people 
really  had  a  very  sophisticated  approach  to  what  they  wanted 
the  property  tax  to  do.  They  wanted  to  improve  its 
administration  and  increase  the  revenue  from  it.  That  would 


1.  Proposition  7  (June  1970). 


307 


de  GRAAF: 
NEVINS: 


de  GRAAF: 


immediately  benefit  the  schools.  We’re  talking  about 
Kf indergarten]  through  [grade]  12,  now.  As  time  went  on  and 
the  money  started  to  roll  in,  the  people  who  had  worked  on 
that  faded  away,  and  other  people  came  along  with  other 
goals.  Things  like  welfare  came  in,  and  these  issues  that 
were  not  resolved  until  Proposition  13  passed  about  the  way 
the  schools’  support  system  worked.  It  tended  to  support 
rich  districts  more  than  poor  districts.  Even  though  the 
plan  on  paper  was  supposed  to  support  the  poor  districts,  the 
rich  districts  always  did  better.  Beverly  Hills  always  had 
more  money  per  student  than  any  of  the  poor  districts,  even 
though  the  state  paid  more.  There  was  that  long  lawsuit  that 
went  wending  through  the  courts. 

Yes.  Serrano  v.  Priest  I  want  to  get  to  later  on. 

That  was  really  resolved  by  Proposition  13  because,  in 
effect,  what  they  wanted  was  accomplished  by  Proposition  13, 
so  there  you  are.  They  won  it  [Serrano  v.  Priest]  right 
about  the  time  of  13,  but  it  became  moot  because  the  state 
had  to  assume  the  responsibility  for  local  schools,  and  the 
effect  was  that  these  high  value  districts  didn’t  get  much  in 
property  taxes  because  there  was  a  1  percent  rate.  They 
shared  it  with  other  elements  of  government,  so  they  didn’t 
amount  to  that  much. 

Serrano  v.  Priest  was  first  filed  in  1971  [and]  ultimately 
decided  in  1976.  You’re  right.  Within  two  years,  Prop.  13 
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had  made  it  moot.  Then,  in  1971,  I  believe  it  was,  Reagan 
finally  works  out  with  the  Democrats  in  the  legislature  that 
ultimate  plan  which  brings  us  withholding  of  income  taxes  and 
so  forth  [A.B.  1].  Now,  on  something  like  that,  [the] 
Franchise  Tax  Board,  of  course,  runs  the  income  tax.  Does 
the  Board  of  Equalization  get  in  on  shaping  those  measures  at 
all? 

The  chairman  of  the  Board  of  Equalization,  of  course,  was  a 
member  of  the  Franchise  Tax  Board.  He’s  one  of  the  three 
members.  So  we  were  interested  in  it.  Of  course,  we  were 
the  appeals  body. 

You  were  chair  that  year,  weren’t  you? 

I  don ’ t  remember  what  year . 

Nineteen  seventy-one,  it  was.  I  think  you  were  the  chairman. 
I  supported  withholding.  I  felt  that  was  the  only  way  to 
administer  the  tax,  and  so  did  the  staff  of  the  Franchise  Tax 
Board.  One  of  the  things  that  we  always  found  when  we  went 
into  withholding  is  that  it  always  underestimated  what  they’d 
been  losing.  The  Franchise  Tax  Board  was  no  exception  to 
that.  They  got  a  lot  more  money  than  they  thought  they  were 
going  to,  but  they  concealed  it  by  changing  rates  and 
conditions  and  stuff  like  that.  But  actually  they  made  a 
tremendous  revenue.  The  system  they  had  before  was  not  very 
effective.  A  whole  lot  of  things  have  come  on-stream  to  make 


state  income  tax  administration  more  efficient.  One  is  much 
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more  cooperation  with  the  IRS,  which  is  very  substantial  now 
compared  to  what  it  was,  say,  in  1970.  Withholding  at  the 
state  level  has  made  the  state,  in  some  ways,  more  effective 
than  the  federal.  We’re  picking  up  taxes  that  they  don’t 
get.  The  Franchise  Tax  Board,  on  revenue  efficiency,  it’s 
very  great.  The  one  place  where  both  of  them  have  difficulty 
is  small  business,  and  neither  of  them  have  gotten  a  really 
effective  way  of  taxing  that,  whereas  the  Board  of 
Equalization  has  been  quite  effective  in  taxing  small 
business.  That’s  what  the  sales  tax  is  all  about.  But  the 
small  business  people  avoid  income  tax.  You  can  see  them. 
When  you  go  in  and  they  don’t  have  a  cash  register,  you  know 
they’re  playing  games. 

Let’s  take  this  year  1971,  when  you  were  chairman  of  the 
board.  You  said  that  one  of  your  functions  was  to  serve  on 
the  Franchise  Tax  Board.  Did  that  board  meet  regularly? 

At  that  time,  it  did  not.  The  Franchise  Tax  Board  started 
meeting  regularly  in  the  late  seventies.  I  can’t  remember 
just  exactly  what  the  circumstances  were,  but  it  got  some  new 
members,  and  they  got  tired  of  meeting  once  or  twice  a  year. 
Flournoy  didn’t  like  Bennett,  and  that’s  one  of  the  reasons 
he  didn’t  call  many  meetings.  But  his  successor  had  a  deputy 
that  he  had  sit  in  his  place,  and  his  deputy  liked  to  have 
meetings  once  a  month,  so  they  had  them.  Then,  thejy  really 
ventilated  a  lot  of  stuff  that  needed  ventilation,  and  I 
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think  that  helped  the  board.  I  think  when  you  run  everything 
in  sort  of  a  closed  scene,  things  fester  around  and  you  don’t 
do  very  well.  I  think  getting  things  out  in  the  open  helped 
the  Franchise  Tax  Board. 

What,  exactly,  is  the  function  of  the  Franchise  Tax  Board? 
They  really  have  only  one  major  function,  and  that’s  to 
choose  the  executive  officer  of  the  board.  When  I  was  there 
first,  the  guy,  once  he  was  in,  couldn’t  be  removed  by  the 
board.  Now,  he  can  be  removed  by  the  board.  But  that  was  a 
function.  The  other  function,  really,  was  to  set  the  bank 
tax.  At  that  time — we’re  talking  about  the  early  seventies, 
now — it  had  a  very  complicated  formula  which  has  since  been 
changed  and  is  now  not  much  of  a  job.  It  took  a  lot  of 
computations  by  the  staff.  They  used  to  have  a  hearing,  and 
there  would  be  this  pile  of  records  around.  Anyway,  that  was 
the  only  real  function  you  had  to  do.  But  what  did  happen 
over  time  was  that  the.  .  .  .  Who  was  the  controller  before 
the  present  one? 

[Kenneth]  Cory? 

Cory.  He  wanted  to  have  a  lot  of  this  stuff  out  in  the 
open.  He  wanted  to  have  a  sort  of  regular  board  meeting  of 
everything.  We  talked  aboxxt  what  they  [the  staff]  were 
doing,  what  their  legislative  program  was.  He  wanted  that 
ventilated;  he  didn’t  want  to  have  a  legislative  program  that 
didn’t  see  the  light  of  day.  Even  though  he  had  been  a 
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legislator  and  did  this  himself,  he  was  very  strong  in  having 
the  legislative  program  out  in  the  open.  So  that’s  one  of 
the  things  he  worked  on:  what  bills  you  were  going  to 
support  and  which  ones  you  were  going  to  oppose.  Actually, 
part  of  the  time,  we  opposed  some  of  Jerry  Brown’s  programs, 
particularly  on  federal  legislation.  We  were  very  open  about 
it.  Jerry  was  a  little  annoyed  about  it,  but  there  was 
nothing  he  could  do.  Then,  when  Deukmejian  was  first 
governor,  we  opposed  some  of  his  programs.  He  was  very  upset 
about  that  but  there  was  nothing  he  could  do  about  it. 

Did  the  Franchise  Tax  Board,  having  a  representative  from  the 
Board  of  Equalization  as  well  as  the  other  taxation  systems, 
ever  try  to  operate  as  a  sort  of  master  tax  planning  body? 

I  think  that  had  been  one  of  the  original  plans  when  it.  was 
set  up  in  1930,  but  I  don’t  think  they  ever  really  were  able 
to  get  to  that.  For  a  long  period  of  time,  the  Board  of 
Equalization  was  a  more  effective  tax  agency  than  the 
Franchise  Tax  Board.  T  would  say  that  the  Franchise  Tax 
Board  in  the  last  three  or  four  years  I  was  on  the  board  had 
become  a  more  effective  tax  agency  than  the  Board  of 
Equalization.  Our  executive  officer  was  sort  of  failing  in 
this  capacity,  let’s  put  it  that  way. 

Referring  to  Bell? 

Yes.  Bell  had  some  psychic  problems,  we’ll  call  it,  whereas 


the  Franchise  Tax  Board  was  just  going  like  crazy  and  had  a 
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much  better  system  of  estimating  revenue  and  was  much  more 
involved  in  the  legislative  scene  because  there  was  the 
worldwide  unitary  thing  and  the  corporate  income  taxation, 
issues  like  that  that  were  right  out  there  all  the  time.  The 
federal  income  tax  changes,  of  course,  affected  the  state  tax 
two  ways.  One  [was]  what  people  were  going  to  do  in  reaction 
to  the  federal  tax,  and  what  changes  should  we  make  at  the 
state  level  to  conform  with  the  federal.  Actually, 

California  conformed  in  a  [different]  way.  We  didn't  raise  a 
lot  of  revenue,  which  is  what  the  other  states  did.  When  the 
other  states  conformed  to  the  federal  taxes,  that  had  the 
effect  of  raising  revenues,  which  is  always  a  great  shocker 
to  the  natives.  Accountants,  as  a  group,  are  unable  to  think 
straight  a  lot  of  the  time  on  tax  policy.  They  may  be  great 
on  bookkeeping  but  they  couldn't  believe  that  the  state  had 
to  take  an  active  role  in  lowering  rates  in  order  to  keep 
from  raising  the  revenue.  That  was  a  point  they  just 
couldn ' t  understand.  That ' s  what  happened, 
de  GRAAF:  One  of  the  reasons  I  raise  this  is  that  two  things  begin  to 

appear  on  the  scene  in  the  early  seventies  that  I'm  rather 
fascinated  by.  One  of  these  is  a  little  bit  of  game  playing 
back  and  forth  between  different  taxes.  I'm  particularly 
thinking  of  a  measure  first  passed  in  1971  and  strengthened, 
apparently,  by  the  Property  Tax  Relief  Act  of  1972,  which  had 
another  jump—this  was  a  big  jump — in  the  homeowners 
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exemption  from  $750  to  $1,750  in  exchange  for  which  the  sales 
tax  went  back  and  forth  between  3*75  [percent]  and  4*75 

[percent],  and  it  changed  about  two  or  three  times  over  a 

year . 

I  never  understood  all  that  myself.  I  remember  once  I  was  in 
my  office  on  June  30  [1973],  that  was  a  Saturday,  and  the 
governor  [Reagan]  either  had  to  sign  a  bill  or  not  sign  a 

bill.  As  I  remember,  he  had  to  sign  a  bill  or  the  rate  would 

change.  It  was  some  arcane  battle  between  the  governor  and 
the  legislature  which  we  violently  objected  to,  and  we  just 
told  them,  "Look,  how  do  you  expect  us  to  administer  a  tax  if 
you’re  going  to  change  the  rate  with  twenty-four  hours’ 
notice?"  The  rate  changed.  I  remember  I  was  at  the  office 
for  some  other  reason.  I  think  the  rate  was  being  lowered  at 
that  particular  point,  on  that  June  30,  so  I  had  to  go  out 
and  get  the  reimbursement  tables  for  the  lower  rate.  I  had 
to  drive  down  to  Torrance  and  give  it  to  the  Daily  Breeze. 
They  agreed  to  plant  it  on  the  front  page  of  the  paper  the 
next  day  because  that  was  the  only  way  the  merchants  were 
going  to  know  how  to  reimburse  for  sales  under  a  dollar. 

That  was  the  kind  of  thing  that  we  went  through.  I  just 
can’t  remember  what  the  issues  were  on  that;  I  really  don’t. 
They  were  little  bitty  issues  that  can’t  stand  any  analysis 
is  all  I  can  remember.  It  was  just  a  squabble  between  the 
governor  and  the  legislature  that  was  finally  resolved  with 
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the  higher  rate.  I  don’t  remember  what  they  did.  That  may 
have  been  the  thing  where  they  increased  the  homeowner’s 
exemption.  But  they  must  have  put  the  renter’s  credit  in  and 
increased  it,  too. 

I  think  they  did  put  it  in  about  then.  I  think  that  was  part 
of  the  whole  property  tax  issue. 

I  think  the  Democrats  were  very  strong  on  that.  I’ve 
forgotten  all  of  it.  It’s  one  of  those  things  that  everybody 
was  annoyed  with,  let’s  just  put  it  that  way. 

The  other  thing  that  this  gradually  seems  to  phase  into, 
though,  is  what  sounds  like  the  Board  of  Equalization  trying 
to  get  into  a  form  of  fiscal  policy.  I  base  this  question  on 
the  following:  around  1974,  your  annual  reports  begin  to 
have  a  new  section  in  them  called  economic  analysis.  It’s  a 
very  sweeping  review  of  all  of  the  things  that  have  been 
happening  in  California,  all  the  different  business  decisions 
and  how  the  economy  is  performing  and  so  forth.  About  this 
time,  or  a  year  or  two  before,  I  begin  to  get  suggestions 
that  the  Board  of  Equalization  is  backing  such  and  such  a 
measure  to  stimulate  the  economy  or  such  and  such  a  measure 
to  fight  inflation,  fiscal  policy  type  of  things  I’ve  never 
noticed  in  any  of  the  earlier  [reports]. 

There  were  a  couple  of  guys  on  our  staff  I  think  were 
involved.  One  was  this  guy  named  Bob  Gustafson  and  the  other 
was  a  guy  named  [Jeffrey]  Jeff  Reynolds.  They  liked  to  get 
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into  that.  Now,  there’s  a  sort  of  void,  and  there  still  is, 
to  some  degree  in  California,  on  revenue  estimating.  Since 
there  isn’t  a  department  of  revenue  in  California,  revenue 
estimating  is  done  by  the  Department  of  Finance,  which, 
regardless  of  what  its  name  is,  is  really  the  budget 
department  of  California.  They  have  a  staff  of  people  that 
make  budgets  for  the  governor  and  make  estimates  of  revenue 
for  the  governor’s  budget.  Somewhere  along  the  line,  they 
made  some  serious  error  in  estimating  the  revenue;  I  think 
they  underestimated  the  revenue.  The  legislature  felt  that 
they  couldn’t  and  didn’t  spend  the  amount  of  money  that  they 
wanted  to  spend.  So  the  legislature  created  another  revenue 
estimating  department  that,  I  think,  reported  to  them.  It 
seems  to  me  somewhere  along  the  line  in  there  there  got  to  be 
a  third  one  of  these  things,  so  there  were  three  different 
revenue  estimating  groups.  But  none  of  them  were  by  the 
departments  that  collected  the  revenues.  Revenue  departments 
per  se  weren’t  necessarily  accurate;  they  can’t  forecast 
certain  kinds  of  economic  conditions.  But  they  can  tell  if 
[there’s]  revenue  change  or  if  there’s  a  kind  of  change  in 
businesses  in  the  state  that  affect  revenue.  Like,  auto 
sales  are  a  very  big  part  of  the  sales  tax,  so  we  monitor 
them  very,  very  carefully.  We  do  that  and  give  our 
information  to  the  Department  of  Finance  and  other  things. 
Jesse  Unruh  was  involved  in  this;  he  set  up  the  one  that 
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involved  the  legislature.  But  it  seems  to  me  there  was  a 
third  one  because  when  you  start  reading  about  the  budget  you 
read  about  all  three  of  these  to  see  whether  they  agree  or 
not.  So  I  guess  we  tried  to  horn  in  on  it  a  little  bit.  But 
we  were  always  asked  to  make  our  estimates  by  all  these 
people.  What  do  we  think’s  going  to  happen?  What  do  we 
think  the  effects  of  the  exemptions  that  have  been  passed 
are,  the  interaction,  and  all  that  baloney  that  goes  with 
these  different  things?  So  even  though  we  officially  aren’t 
part  of  revenue  estimating,  unofficially,  we  are.  That 
accounts  partly  for  the  economic  analysis  which,  I  think,  our 
people  put  in  just  to  show  how  smart  they  are.  But  I  don’t 
think  the  board  members  ever  paid  much  attention  to  it. 

So  it  didn’t  represent  any  basic  change  in  your  functions? 

No,  it  really  didn’t.  Someday,  the  revenue  estimating  on  the 
state  level  has  got  to  improve.  There’s  been  some  real 
problems  with  it.  You’ll  notice  the  governor  [Deukmejian] 
gave  the  billion-dollar  refund  [1987]  and  then  the  next  year 
was  a  billion  dollars  short.  That’s  the  kind  of  problem  that 
really  is  very  embarrassing  in  state  government  and,  of 
course,  raises  people’s  doubt  about  the  capacity  to  govern 
itself  if  it  can’t  do  better  than  that.  So  sometime  that 
issue  has  got  to  be  dealt  with.  It’s  not  simple,  when  you 
think  about  it.  But  revenue  agencies  are  right  close  to  the 
taxpayers  and  can  easily  tell  the  estimators,  "Well,  you’re 
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going  to  have  this  problem  here.  We  believe  that  this  is 
what  your  revenue  gain  or  loss  is  going  to  be.” 

Are  these  annual  reports  always  written  by  staff  members? 

We  [members  of  the  Board  of  Equalization]  got  invo]ved  with 
them  for  awhile  there.  We  wanted  to  improve  them  and  we 
did.  You* 11  notice  if  you  take  the  early  ones,  some  are 
written  [in  a  way]  you  can  barely  understand  what  they  say. 

We  tried  to  clean  up  the  language,  get  the  pictures  in,  and 
every  one  of  them  would  clearly  say  what  we  were  doing.  Our 
idea  on  that  was  that  the  legislators  had  to  know  what  we 
were  doing,  and  if  we  were  talking  to  groups,  we  could  hand 
them  an  annual  report.  That  would  get  the  person  on  board  on 
what  we  were  doing.  So  I  considered  it  a  sort  of  PR  document 
from  that  point  of  view. ^  Of  course,  it  goes  around  to  all 
the  other  state  tax  departments.  If  we’ve  got  some  new 
administrative  gimmick,  we  want  them  to  do  it  because  we  want 
the  other  state  tax  departments  to  be  strong.  Because  if 
they’re  not  strong,  then  these  heavy  big  businesses  lean  on 
us  and  our  legislature  and  say,  ”Your  tax  department  here  is 
doing  something  that  nobody  else  does.”  Most  of  the 
legislators  know  that  the  other  state  departments  aren’t 
getting  the  revenue  they  should,  but  it  helps  to  have  us  have 
the  other  people  talk  about,  ”We’re  going  to  do  it,  too,” 


1.  Board  members  wanted  to  be  remembered  well  in  history  books. 

A  nice  annual  report  helps  achieve  that  goal.  [Footnote  by  Mr.  Nevins. ] 
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de  GRAAF:  A  little  archival  note.  You  send  your  report  to  other 

states.  Do  they  send  a  comparable  report  to  you? 
NEVINS:  Sure. 
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Have  these  been  systematically  kept  in  Sacramento,  either  in 
the  Board  of  Equalization  office  or  in  the  state  library? 

I’m  not  sure  of  that.  You  want  to  call  Jeff  Reynolds  [of  the 
Research  and  Statistics  Division];  he  would  know  that.  He 
has  an  equivalent  person  on  the  Franchise  Tax  Board. 

Because  that  would  make  a  fascinating  library  of  American  tax 
policy. 

Not  all  the  annual  reports  of  other  states  are  as  nice  as 
ours.  Some  of  them  are,  but  some  of  them  aren’t.  Some  of 
them  are  pretty  terrible,  really.  Maine,  I  don’t  think  their 
revenue  department  has  a  separate  report.  I  think  it’s  part 
of  some  other  report. 

One  thing  that  sort  of  accumulates.  I’ll  just  give  it  one 
name  and  say  ”new  repons ibil it ies . ”  All  through  the 
seventies,  it  seems  that  almost  every  year,  some  new  tax  was 
being  added  on.  You’ve  mentioned  in  1970  the  transit 
district  sales  tax. ^  Then,  in  1973,  comes  the  Waxman-Dymally 

r ) 

Campaign  Disclosure  Act.“ 

That  was  a  change.  I  think  the  board  made  audits  for  one 


1.  A. B.  1984,  1970  Reg.  Sess. ,  Cal.  Stat.,  ch.  94. 

2.  A.B.  703,  1973  Reg.  Sess.,  Cal.  Stat.,  ch.  1186. 
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or  two  years,  and  then  the  Franchise  Tax  Board  made  them  from 
then  on. 

You  didn’t  have  that  as  a  lasting  responsibility? 

And  we  didn’t  want  it,  either. 

I  didn’t  think  so,  no.  The  transit  district  tax,  you  still 
have  that  to  do? 

Yes.  That’s  part  of  the  sales  tax.  This  is  just  an  add  on; 
like  the  uniform  local  sales  and  use  tax.  The  legislature’s 
authorized  every  county  to  levy  those  taxes,  and  only  a  few 
counties  do,  maybe  six  or  seven  of  them,  maybe  nine  now. 

I  remember  in  the  late  seventies,  it  was  only  four. 

There  was  a  flurry  about  two  years  ago,  it  seems  to  me.  Just 
about  the  time  I  went  out,  a  number  of  counties  started 
levying  the  tax.  So  that  all  around  the  Bay  Area  now,  the 
tax  is  a  uniform  rate.  There  was  quite  a  long  period  of  time 
there  where  a  couple  of  counties  had  not  levied  the  tax,  but 
I  believe  they’ve  all  done  it  now. 

So  this  was  not  a  particularly  big  burden  to  the  board? 

No.  That’s  an  interesting  thing.  Administratively,  we  can 
take  those  on  with  very  little  increase  in  staff.  Typically, 
when  the  Los  Angeles  one  came  on,  it  was  pretty  big,  so  I 
think  we  got  a  couple  of  people  on  that.  But  the  department 
that  handles  that  only  had  about  twenty- five  people,  and  a 
lot  of  their  work  is  spent  in  correcting  errors  of  allocation 
that  occur  in  the  audits.  Sometimes  you’ll  see  there  won’t 
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Stat.,  ch. 

2. 

Cal .  Stat. 


be  any  tax  for  some  big  corporation  in  a  county  where  they 
know  they  have  a  store,  so  somebody’s  got  to  call  them  up  and 
get  it  fixed,  reallocate  the  thing.  There’s  a  lot  of  Mickey 
Mouse  work  that  goes  with  it.  When  you  put  in  the  tax,  then 
we  notify  all  the  people  in  business  in  that  community.  We 
generally  notify  everybody  statewide,  actually.  It’s  part  of 
the  game. 

Back  in  1969,  you’d  added  an  aircraft  jet  fuel  tax.^  Had 
that  not  been  taxed  prior  to  then? 

The  tax  was  on  gasoline.  Of  course,  jet  fuel  is  not 
gasoline.  At  that  moment,  it  wasn’t  considered  the  same  as 
diesel  fuel.  Actually,  it  is  the  same  as  diesel  fuel.  I 
think  that’s  a  tax  to  support  airports.  It’s  a  limited 
purpose  tax.  It’s  not  on  commercial  jets;  it’s  on  private 
jets.  The  commercial  planes  don’t  pay  a  fuel  tax.  They  pay 
a  sales  tax,  though,  on  fuel.  I  think  that  little  tax  that’s 
there  is  primarily  to  support  airports. 

Then,  you  get  in  1975  the  electric  energy  surcharge. ^  Was 
that  a  Jerry  Brown  type  of.  .  .  . 

As  you  remember,  we  started  having  those  energy  crises.  As  I 
recall,  this  is  a  tax  that  supports  the  energy  department 


Aircraft  Jet  Fuel  Tax  Rill,  A.B.  1244,  1969  Reg.  Sess. ,  Cal 
1587. 

Energy  Resources  Surcharge  Law,  A.B.  2077,  1974  Reg.  Sess., 
,  ch.  991. 
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[Energy  Department  and  Conservation  Commission].  It’s  pretty 
limited. 

It  supports  energy  conservation. 

And  then  there  were  some  benefits.  It’s  very  Mickey  Mouse. 

We  didn’t  have  a  lot  of  expense  with  this  because  we  already 
dealt  with  the  utilities.  We  knew  who  they  all  were  because 
we  had  the  property  tax  on  them,  so  we  didn’t  have  any 
problem  finding  them  or  any  of  that  stuff.  But  as  I 
remember,  the  rate’s  pretty  low. 

Yes,  something  like  one-tenth  of  a  mill  for  a  kilowatt  hour. 

I  think  the  Franchise  Tax  Board  actually  handed  out  the 
benefits  in  the  form  of  income  tax  credits,  as  I  recall.  So 
we  didn’t  handle  those  except  as  appeals  from  the  Franchise 
Tax  Board.  We  had  a  lot  of  hearings  which  were  so  boring  you 
couldn’t  believe  it,  and  over  Mickey  Mouse  details.  You 
wondered  how  in  the  world  anybody  ever  designed  legislation 
like  that.  These  environmental  types  were  very  impractical, 

I  don’t  know  if  you’ll  get  to  the  timber  taxes. 

I’m  about  to  get  to  those. 

Designed  by  madmen. 

Are  you  referring  to  the  1974  or  the  later  Z’berg  Act  of  1977? 
It  seems  to  me  that  the  first  one  was  an  interlude  that  was 
like  the  second,  but  there  was  a  constitutional  amendment 
somewhere  in  there. ^  It  permitted  the  legislature  to  set  up 


1.  Proposition  8,  November  1974  (A.C.A.  32,  1974  Reg.  Sess. ,  Cal. 
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a  different  system  of  taxing  timber.  I  think  the  legislature 
took  two  cracks  at  it.  The  first  one  didn’t  work  very  well; 
it  never  really  became  effective.  The  second  one  was  the  one 
that  we  have  now.^  The  idea  was  if  you  tax  timber  at  the 
time  it  was  cut,  then  people  would  be  inclined  to  grow 
forests  for  profit.  In  other  words,  they  wouldn’t  have  to 
pay  so  much  property  tax.  They  would  just  pay  the  tax  once. 
Well,  this  theory  sounds  good;  it  sounds  so  rational.  That’s 
one  thing  about  the  world  is  a  lot  of  things  that  sound 
rational,  when  you  do  them,  they  don’t  work  out  that  way. 

The  problem  is  that  when  you  cut  lumber,  you’re  going  to  cut 
it  when  the  market’s  right.  That  doesn’t  have  anything  to  do 
with  the  financial  needs  of  the  counties.  So  what  happened 
was  that  these  counties  got  left  out,  the  revenue,  so  they 
either  had  to  pick  it  up  at  the  state  level  or  get  federal 
money,  which  they  were  pretty  adept  at  getting.  But  it  upset 
the  local  revenue  base  rather  substantially.  Then,  of 
course,  to  have  the  rate  lowered  from  3  percent  or  whatever 
it  was  to  1  [percent]  is  even  worse.  These  counties  don’t 
have  much.  We’re  talking  about  Trinity  and  Siskiyou  and  Del 


St at.  r.  ch.  70)  had  one  section  which  authorized  the  legislature  to 
select  a  different  system  of  taxing  timber,  including  one  not  based  on 
property  valuation.  The  proposition  revised  many  other  constitutional 
provisions  relating  to  taxation,  including  property  tax  and  exemptions, 
insurance  tax,  bank  and  corporation  tax,  income  tax,  and  community 
redevelopment . 

1.  Z’Berg-Warren-Keene-Collier  Forest  Taxation  Reform  Act,  A.B. 
1258,  1976  Reg.  Sess. ,  Cal.  Stat. ,  ch.  176. 
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Norte;  they  don’t  have  any  sales  tax  revenue  there  to  benefit 
them.  Really,  what’s  there  is  trees.  So  they  were  very  hard 
hit  by  this  thing,  even  though  they  tried  hard  to  design  it 
so  they  wouldn’t  be.  It’s  got  the  goddamnedest 
administrative  baloney.  We  had  to  hire  a  bunch  of  people  and 
set  up  special  staff  to  grade  these  trees  and  find  the  market 
prices  of  them.  Because  you  don’t  take  the  actual  sale;  you 
take  what  the  sales  should  be.  The  thing  gets  weird.  It’s  a 
very  expensive  tax  to  administer.  The  administrative  costs 
were  somewhere  around  12  percent  of  the  total  revenue.  I 
think  we’d  be  better  off  going  back  to  the  old  system,  myself. 
Which  was  to  just  treat  trees  as  a  form  of  property  and  tax 
them  every  year. 

Actually,  if  you  have  a  forest  of  trees  in  California,  you 
clear  cut  an  area;  you  don’t  clear  cut  the  whole  forest.  So 
what  you  do  is,  you’re  going  to  end  up  with  some  trees 
anyway.  You’re  going  to  end  up  with  trees  in  various  stages 
of  their  development.  But  these  people — they  were  Brown 
people-~they  just  had  no  concept  of  having  simple 
administration.  That’s,  I’d  say,  one  of  the  things  I  noticed 
as  I  got  near  the  end  of  my  governmental  career  was  how 
complicated  programs  got.  For  example,  the  energy  program. 

It  was  complicated  to  figure  out  how  you  qualified  for  those 
credits.  You  had  to  do  it  just  in  a  certain  way.  If  you 
don’t  it  that  way,  you  don’t  get  the  credit.  That  sort  of 
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defeats  what  you’re  trying  to  do,  really.  Then,  some  of  the 
things  should  never  have  had  a  credit  anyway,  like 
insulation.  They  gave  a  credit  for  a  certain  kind  of 
insulation.  You  gained  so  much  on  it  if  you  just  did  it  by 
yourself,  you  don’t  need  a  tax  credit. 

There  seemed  to  be  a  feeling  in  the  seventies  that  good 
social  causes  could  be  helped  along  if  people  got  a  financial 
reward  for  doing  things. 

There  was  a  lot  of  that.  I  think  the  people  who  thought  that 
was  a  good  idea  never  got  in  on  the  end  product  of  how  do  you 
administer  it?  What’s  it  like  at  that  level?  At  that  level, 
it  just  doesn’t  measure  up. 

One  more  that  might  fall  into  this.  It  was  an  emergency 
telephone  use  surcharge  tax? 

That’s  the  911  tax.^  OK.  What  happened  there  was  that  the 
telephone  company  had  enough  muscle  in  the  legislature  to 
say,  "We’re  not  going  to  let  you  pay  for  this  service  to  the 
people  out  of  our  rate."  In  other  words,  "You  can’t  increase 
our  rate  to  pay  for  this.  You’ve  got  to  have  a  tax."  So 
then  they  set  up  this  tax  which  is  only  on  intrastate  calls, 
and  it’s  an  add  on  to  the  telephone  bill.  It’s  called  a  tax, 
if  you  use  that  word.  It’s  just  one  of  those  little  things 


Warren  911  Emergency  Assistance  Act  of  1976,  A.B.  416,  1976 
,  Cal.  State.,  ch.  443. 
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that  didn’t  amount  to  anything*,  and  we  levied  it  for  ten 
years  or  so.  My  understanding  is,  last  year — that  was 
1987 — the  legislature  just  abolished  the  tax  and  put  it  in 
the  rate,  which  is  where  it  should  have  been  all  along.  What 
it  does  is,  it  pays  for  these  911  systems.  In  L.A.  County, 
they’re  managed  by  the  county  fire  department.  There  are 
eleven  sites  in  L.A.  County.  What  happens  is,  if  you  dial 
911,  the  persons  there  can  see  your  telephone  number  and  your 
address  where  you  dial  from.  That’s  what  this  is  all  about. 
Then,  even  if  you  can’t  talk  or  you’re  dead  or  whatever  it 
is,  they  can  react  to  it;  that’s  what  that’s  all  about. 

That’s  why  they  don’t  like  little  kids  to  dial  the  fire 
department  on  the  fire  department  lines.  They  want  them  to 
use  the  911  so  they  get  the  right  address,  and  they’ll  often 
tell  them  to  hang  up  and  dial  911  just  for  that  reason, 
because  they’re  not  sure  the  kid  can  give  them  the  right 
address.  There’s  a  lot  more  to  that  gimmick  than  I  want  to 
tell  you  about.  Just  take  it  from  me  that  that’s  how  it 
works . 

Are  these  the  sort  of  things  you  were  referring  to  this 
morning  when  you  said  that  the  real  increase  in  exemptions 
came  with  Brown? 

No.  What  Brown  did — and  we’re  talking  about  Jerry,  now — he 
became  a  very  weak  governor.  When  he  started  out,  why,  it 


looked  like  he  had  a  lot  of  power,  but  the  legislature  got 
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his  measure  pretty  early  on.  The  legislators  found  that  one 
of  the  best  ways  to  get  ahead  with  some  interest  group  was  to 
pass  an  exemption  bill.  They  got  so  they  could  beat  them 
through  Jerry.  If  you  just  look  at  the  lists  of 
them — Deukmejian  isn’t  as  bad  as  Jerry — there  would  be  about 
eight  or  ten  sales  tax,  income  tax  exemptions  every  year. 

Some  of  them  were  just  ridiculous.  The  one  that  really  got 
me  down — I  had  a  really  big  fight  face-to-face  with 
Jerry — was  custom  software.  I  said  there’s  just  absolutely 
no  sense  in  exempting  custom  software.  The  people  that  need 
it,  need  it.  They  don’t  even  think  about  the  sales  tax  on 
it.  You’ve  got  this  situation  where  you’re  going  to  tax  ”off 
the  shelf”  or  something  software.  You’ve  got  to  tax  VCRs 
[video  cassette  recorders];  you  can’t  not  tax  that.  But 
here’s  this  thing  in  a  can.  They  look  just  alike;  you  can’t 
tell  them  apart.  But  you  order  something  made  by  somebody 
and  it’s  exempt!  Then  I  said  to  him,  ftThe  taxpayer  on  this, 
the  biggest  single  taxpayer,  is  Western  Electric.”  They 
estimated  that  the  revenue  loss  was  going  to  be  $20- some 
million.  Actually,  it  was  about  $35  million.  But  $12 
million  of  that  was  Western  Electric.  The  state  itself  had 
had  some  made  and  would  have  been  a  beneficiary  under  this 
bill  like  $10  million.  The  people  who  benefited  from  it  were 
this  small  group  of  people  from  the  Silicon  Valley,  who  had 
absolutely  no  idea  what  was  going  in  the  industry  at  all.  I 
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mean,  I  went  to  the  hearing  and  I  said,  "Have  you  ever  heard 
of  Western  Electric?"  They  said  yes.  I  said,  "Do  you  have 
any  idea  how  much  they  had?"  "Well,  no."  "What  about 
General  Telephone?  What  about  the  state?"  There  were  big 
banks  and  stuff  like  that.  They  all  buy  tons  of  custom 
software.  It  was  one  of  those  exemptions  that  was  expanding 
in  a  business  that  didn’t  need  the  exemption.  There  is 
another  one  on  printed  matter.  They  just  came  on  and  on  and 
on  after  awhile.  The  problem  was,  you  had  to  explain  these 
to  people.  They  would  say,  "Here  I’m  doing  this.  It’s  just 
like  what  you’ve  exempted,  only  it  doesn’t  appear  that  I’m 
exempt.  That’s  unfair."  We’d  say,  "Yes,  it  is."  Bottled 
water  was  another  one  they  exempted. 

Bottled  water? 

Yes.  Then,  when  they  got  the  exemption,  I  remember.  .  .  . 
Sparklett’s  is  on  York  Boulevard  just  a  few  miles  away  from 
here.  They  got  the  exemption,  they  raised  the  price,  and 
they  sent  a  notice  to  their  customers  that  they  could  raise 
it  less  because  it  was  now  exempt.  I  sent  this  to  the  author 
of  the  bill  and  I  said,  "Look.  This  is  what  you  got." 

One  final  thing  on  this.  The  State  Board  of  Equalization  did 
not  have  the  power  to  say  these  exemptions  were  inequitable? 
Let  me  tell  you  what  happened  in  the  final  years  when  I  was 
in.  I  got  a  couple  of  board  members  who  liked  campaign 
contributions  and  maybe  personal  contributions.  I  don’t  know 
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about  that,  but  certainly  campaign  contributions.  So  they 
would  go  along  with  these  things,  figuring  that  if  the  board 
didn’t  oppose  them,  then  the  legislator  would  say  there  was 
no  opposition  to  the  bill,  and  they  would  get  a  payoff. 

That’s  what  it  was.  I  was  the  only  board  member  that  really 
went  out  and  beat  on  these  things.  Bennett  joined  me  on  a 
few,  I’ll  say  that  for  him.  Once  in  awhile,  the  controller 
would  go  with  me,  although  generally  his  position  was  that  if 
the  legislator  wants  to  carry  a  bill  on  exemptions,  far  be  it 
from  me  to  stop  him. 

You’re  talking  about  Bert  Betts,  now? 

No,  Cory.  Jerry  opposed  one  or  two.  If  nobody  opposes  them, 
then  they  can  say  there’s  no  opposition.  So  I  always  had  to 
try  to  tune  up  the  board.  I  really  had  a  hard  time  on  the 
Franchise  Tax  Board.  I  got  a  few  opposed  on  the  Franchise 
Tax  Board.  Because  they  had  some  real  dogs. 

Just  a  few  other  things  and  then  maybe  we  can  wind  up.  You 
were,  through  much  of  the  seventies,  the  chairman  of  a 
committee  on  data  processing  within  the  Board  of 
Equalization.  I  notice  in  the  late  sixties  and  seventies 
that  most  of  your  operation,  apparently,  becomes 
computerized.  There  are  two  names  that  I’d  like  you  to  see 
if  you  can  explain  in  layman’s  language.  In  the  late 
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sixties,  the  key  word  seems  to  be  progi~am  planning. 
That’s  just  one  of  those  management  gimmicks.  I  can’t 
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remember  how  it  worked  but  it’s  just  one  of  those  ways  to 
plan  things,  that’s  all.  It  has  nothing  to  do  with  data 
processing  per  se.  Let  me  just  say  a  little  bit  about  data 
processing,  because  I  think  the  people  who  read  it  might  be 
interested.  The  board  got  into  what  is  now  called  data 
processing  in  1935,  when  it  started  to  make  up  the  role  of 
the  utilities  statewide.  So  we  got  into  the  hard-wired 
air-operated.  .  .  .  You  remember  the  early  machines  had 
little  fingers  that  you  pulled  through  with  a  vacuum  into  the 
Hollerith  cards?  We  were  using  that.  So  we  had  been  into 
data  processing  from  day  one.  Then,  when  I  first  got  there, 
the  only  kind  of  machines  were  the  hard-wired  machines;  they 
just  sorted  cards.  I  remember  when  we  first  got  an  EAM 
[electronic  accounting  machine],  I  guess  they  call  it,  an 
electronic]  something  or  other  machine.  So  we  were  right 
out  in  front  with  data  processing,  and  the  effect  of  using  it 
was  that  we  were  able  to  keep  our  clerical  staff  down  and  our 
costs  down.  In  other  words,  as  we  got  more  taxpayers  and 
more  money,  per  dollar  of  revenue,  our  costs  dropped  all  the 
time.  You’ll  notice  if  you  go  back  to  the  time  when  I 
started  in  there,  we  had  about  2,100  employees  when  I  came  in 
1959.  That’s  people  actually  on  the  payroll.  We  were 
authorized  2,400.  When  I  left,  we  had  about  2,700,  and  we 
had  a  lot  more  tax  programs.  We  had  about  three  times  as 
many  taxpayers.  Our  audit  coverage  dropped  in  this  period; 
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NEVINS:  that  was  the  bad  thing  about  it.  But  we  kept  our  collections 

up  pretty  well.  We  kept  track  of  them  a  lot  better  with  data 
processing;  that  was  one  of  the  big  benefits.  But  all  the 
Mickey  Mouse  stuff  of  keeping  track  of  taxpayers  and  billing 
them  was  done  by  machine  all  the  time  I  was  there.  It  was 
always  done  by  a  machine  but  we  didn’t  always  have  the  modern 
kind  of  machine.  You  had  the  hard-wired  machine  and  the 
Hollerith  cards,  which  now  you  don’t  have.  Everything  is 
taped,  at  least  when  I  left.  We  were  getting  a  new  machine. 
My  committee  that  I  worked  on  was  trying  to  keep  the  thing 
going.  The  legislature  got  very  interested  in  data 
processing  in  terras  of  trying  to  stop  departments  from  having 
it  because  they  felt  it  was  a  power  device.  They  felt  if  you 
control  the  data  processing  of  government,  you  control  the 
department.  That  was  one  of  the  battles  we  had  to  fight. 

They  put  all  kinds  of  barriers  in  our  way  to  keep  up-to-date. 

de  GRAAF:  When  did  this  happen,  particularly? 

NEVINS:  I’d  say  it  began  to  happen  around  the  late  seventies. 

[End  Tape  7,  Side  B] 

[Begin  Tape  8,  Side  A] 

de  GRAAF:  What  was  the  importance  of  this  early  use  of  electronic  data 

processing  by  the  Board  of  Equalization? 

NEVINS:  Why  did  I  consider  it  important?  One  of  the  things  we  were 

doing  with  data  processing,  we  were  keeping  our  costs  down  so 
we  didn’t  have  to  go  in  there  all  the  time  in  the  budget  wars 
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and  ask  for  a  lot  more  people.  In  other  words,  our  work  load 
grew  but  we  didn’t  have?  to  have  a  corresponding  number  of 
people.  Now,  compare  us  to,  say,  the  Department  of  Motor 
Vehicles,  which  is  way  behind  on  data  processing.  I  noticed 
when  I  got  my  license  this  last  week  that,  finally,  they  have 
an  online  system  which  we’ve  had  for  about  twelve  years. 

Those  things  are  very  important  in  relation  to  taxpayers; 
they’re  very  important  in  keeping  your  costs  down,  improving 
your  efficiency.  You  often  hear  people  say  you  don’t  get 
improved  efficiency  with  data  processing.  Well,  you  can  if 
you  want  to,  and  we  did.  If  we  hadn’t,  we  would  have  been  in 
constant  budget  wars  which  we  weren’t  able  to  fight.  So  the 
way  to  avoid  the  budget  war  was  to  improve  your  efficiency  a 
lot,  which  we  did.  Most  of  it  was  through  data  processing. 
There’s  just  no  question  about  that.  That  was  absolutely 
vital  to  us  to  have  modern,  effective  data  processing,  have 
enough  programmers  so  that  we  could  make  our  own  programs. 

We  only  had  one  or  two  bad  programs.  Our  accounts  receivable 
was  the  bad  one.  We  never  got  that  one  straightened  out. 

But  it  was  very,  very  important,  and  I  think  all  the  board 
members  recognized  that.  They  may  not  have  made  much  out  of 
it,  but  they  recognized  it  as  a  godsend  to  them  in  terms  of 
what  it  meant  for  them,  what  they  would  have  otherwise  have 
had  to  do  in  the  legislature.  When  they  had  these  cuts  that 
every  governor  has,  we  really  never  got  affected  by  them  much 
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because  when  we  wanted  somebody,  they  knew  it  was  very  cost 
effective;  they  knew  we  weren’t  wasting  their  money. 

About  the  mid-sevent ies ,  the  thing  which  is  being  touted  in 
data  processing  is  called  structured  programming. 

I  don’t  know  what  they’re  talking  about  there,  I  really 
don’t.  Those  were  management  lingo  words.  You  must  have  had 
one  of  our  management  training  guys  get  in  on  that  one, 
because  I  don’t  think  those  are  words  that  apply  to  data 
processing.  You  talk  about  designing  different  kinds  of 
software  programs,  and  those  aren’t  words  that  are  used  in 
software.  We  were  designing  our  software  right  from  the 
start  because  nobody  knew  how  to  make  it,  so  we  had  to  make 
our  own.  We  buy  off-the-shelf  programs  now,  but  we  didn’t 
then. 

I  guess  for  a  long  time  you  had  to  have  custom  programs. 

You  had  to;  there  wasn’t  any  other  way. 

I  want  to  stop  this  interview  right  at  Proposition  13,  so  the 
last  thing  I’d  like  to  deal  with — this  may  be  a  bit  of  a  wild 
shot — is,  about  1974,  California  passes  a  Community 
Redevelopment  Act,  which,  among  other  things,  allowed  areas 
of  a  city  to  set  themselves  up  as  a  special  taxation 
district,  and  the  increase  in  assessment  would  then  go  to 
that  district.-^  Did  your  board  get  involved  in  that  act  at 
all? 


1.  Community  redevelopment  agencies  date  from  1951,  when  S.B. 
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NEVINS:  Yes,  we  did.  We  had  to  give  that  redevelopment  dostrict  the 

utility  values,  and  we  became  the  official  state  department 
that  kept  track  of  all  these  places.  We  were  the  state 
department  with  all  the  maps,  which  came  out  of  the  assessing 
business.  Incidentally,  since  then,  there  have  been  some 
tremendous  developments  in  map  making  that  the  state  has  not 
efficiently  utilized.  They  have  these  ways  of  making  maps  on 
data  processing  now,  where  they  can  go  right  down  to  a  foot 
or  something  like  that.  I  would  hope  that  somewhere  along 
the  line,  the  state  would  get  into  that  program.  I  believe 
some  states  have  already  done  it,  but  we  have  not. 

de  GRAAF:  The  reason  I  ask  is  that  this  is  one  of  two  devices  that 

seems  to  be  widely  used  by  communities  in  the  wake  of 
Proposition  13  to  enhance  the  revenues. 

NEVINS:  They  were  doing  it  before  13,  no  question  about  that.  They 

had  a  program  like  this  before  that  bill  you’re  talking 
about.  That  bill  regularized  the  program  around  the  state. 


1031,  1951  Reg.  Sess. ,  Cal.  Stat.,  ch.  710  set  up  Division  24,  Community 
Redevelopment  Law,  in  the  Health  and  Safety  Code.  This  act  authorized 
the  establishment  of  redevelopment  agencies  and  a  Redevelopment  Revolving 
Fund,  but  made  no  allowance  for  the  division  of  tax  revenues.  The 
principle  that  a  redevelopment  agency  could  receive  the  excess  of 
property  taxes  due  to  such  redevelopment  was  established  in  A.B.  1734, 
1963  Reg.  Sess.,  Cal.  Stat,.,  ch.  1812,  which  rewrote  the  Community 
Redevelopment  Law.  But  the  lack  of  constitutional  authority  apparently 
limited  the  use  of  this  revenue  vehicle  until  the  passage  of  Proposition 
8  in  November  1974.  That  amendment  wrote  the  1963  division  of  revenue 
principles  into  the  constitution  and,  since  then,  redevelopment  has 
become  a  more  widely  used  means  of  local  revenue  enhancement. 
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But  there  were  special  redevelopment  districts  before  that. 

We  were  involved  in  the  utility  roll  part,  and  the  assessors, 
of  course,  gave  the  other  values.  As  you  know,  there’s  a  lot 
of  political  hocus-pocus  about  those  things. 

The  other  thing  that’s  mentioned  in  passing  in  one  of  your 
late  1960s’  annual  reports  that  I’ve  noticed  is  becoming  a 
real  mania,  around  Orange  County,  at  least,  is  the 
hotel-motel  tax . 

Those  are  local  taxes  that  the  legislature  authorizes  cities 
and  counties  to  levy,  and  most  of  them  do  now.  Of  course, 
some  of  them  don’t  have  any  motels  or  hotels  to  amount  to 
anything  but  it’s  a  major  source  of  local  revenue.  I  would 
assume  in  Anaheim  it’s  probably  one  of  the  leading  revenue 
sources . 

All  through  Orange  County. 

Particularly  Anaheim,  with  all  the  motels  around  Disneyland. 
What’s  happening  is  a  lot  of  cities  that  haven’t  had  motels 
in  the  past,  just  in  the  last  few  years,  are  going  into  a 
craze  to  put  them  up.  We  have  one  on  campus,  of  all  things, 
going  up. 

Oh  really? 

On  California]  State  [University],  Fullerton,  yes.  It’s  all 
tied  in  with  redevelopment.  We  found  a  gimmick  to  fund  a 
sports  arena  which,  ordinarily,  state  universities  are  not 
allowed  to  have,  by  having  two  ends  of  our  campus  declared  a 
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redevelopment  area.  We  put  a  hotel  on  one,  and  the  surplus 
property  tax  revenue  from  that  goes  into  a  special  fund  to 
build  a  sports  arena  at  the  other  end. 

There’s  been  abuse.  I  would  say,  somewhere  along  the  line 
you’re  going  to  have  a  Proposition  13  kind  of  thing  against 
redevelopment.  Now,  this  city  went  through  that.  They  had  a 
big  redevelopment  plan  and  they  got  almost  everything  they 
wanted  built,  but  the  redevelopment  zone  is  out  of 
commission.  They’re  just  going  to  run  off  what  they  did  but 
there’s  no  effort  to  put  any  new  stuff  in.  Even  though  there 
are  some  parts  of  town  that  sorely  need  redevelopment, 
they’re  not  going  get  redeveloped.  That’s  all  there  is  to  it. 
During  your  tenure  on  the  board,  did  either  redevelopment  or 
the  motel-hotel  tax  become  much  of  an  issue? 

No.  When  we  first  started  out,  the  motel  tax  usually  was  the 
same  rate  as  the  local  sales  and  state  tax  combined.  In 
other  words,  if  it’s  a  5  percent  rate,  they’d  levy  5 
percent.  Now,  of  course,  they  levy  much  higher. 

Ten  percent. 

But  that  wasn’t  the  way  it  was  at  the  beginning.  Counties 
like  it  particularly  because  they  didn’t  get  a  very  good  deal 
on  sales  taxes.  Often,  these  motels  were  in  unincorporated 
areas,  and  that  was  one  of  their  good  revenue  sources.  I 
don’t  think  there’s  much  unincorporated  land  left  in  the 


county  of  Orange. 
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Well,  some.  But  you’re  right,  it’s  passing. 

Like  in  L.A. ,  there  really  aren’t  very  many.  You  just  saw 
one  more  city  incorporate  this  past  Tuesday  in  your  area 
there. ^  That  what’s  happening  in  L.A.  It’s  surprising  with 
Proposition  13  why  not  every  part  is  incorporated,  but  that’s 
the  way  it  is. 

A  final  thing,  sort  of  to  leave  us  on  the  doorstep  of  Prop. 
13.  Had  you  or  the  Board  of  Equalization  had  much 
association  with  Howard  Jarvis  before  1978? 

No,  we  really  hadn’t.  I  had  seen  him  a  couple  of  times 
before  he  got  really  going  in  this,  and  he  wrote  a  column  for 
a  little  paper  that  was  published  up  on  Mulholland  Drive. 

I’ve  forgotten  what  it  was  called,  Hillside  News  or  something 
like  that,  and  I  read  that.  You  remember,  he  had  been  a 
newspaperman.  But  other  than  that,  I  didn’t  know  him.  I’d 
never  thought  he  was  going  to  become  the  great  thing  that  he 
did.  I  did,  as  I  told  you,  run  against  him  in  1970  and 
defeat  him,  but  he  didn’t  have  any  support  from  the 
Republicans.  They  were  mad  at  him  because  he  split  the 
conservative  vote  in  some  prior  election  and  lost  the  senate 
race  that  they  were  particularly  interested  in. 

The  other  aspect  of  leading  up  to  Prop.  13  is  that  by  1977,  I 
notice,  your  annual  report  is  taking  quite  a  bit  of  notice  of 


1.  Dana  Point  in  Orange  County. 
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the  escalating  assessment  rates  and  the  correspondingly  rapid 
growth  of  property  taxes  and  calling  it  a  major  problem  in 
California  taxation.  Of  course,  in  the  spring  before  Prop. 

13  passes,  there  were  some  legislative  efforts.  The  one  I 
recall  best  is  the  Peter  Behr  bill.^  Now,  do  you  recall  that 
the  board,  on  the  eve  of  that  election,  was  trying  to  work 
out  any  sort  of  alternative  to  Prop.  13,  or  compromise? 

NEVINS:  I  think  the  board  was  very  dissatisfied  with  the  legislative 

effort.  This  Peter  Behr  bill  was  a  compromise  of  a  whole 
bunch  of  crazy  plans  all  put  in  one  bill  to  give  tax  relief. 
First,  I  don’t  think  most  legislators,  as  well  as  we  [the 
board].  .  .  .  While  we  knew  there  was  some  surplus,  we  had 
no  idea  how  big  it  was.  This  is  one  of  the  reasons  there  was 
this  big  fight  about  budget  estimates,  that  people  didn’t 
know  how  much  money  there  really  was.  That  was  part  and 
parcel  of  that.  We  knew  that  the  Reagan  tax  act  [A.B.  1]  of 
1971  that  we’ve  already  talked  about  was  getting  in  a  lot 
more  money  than  anybody  thought  it  was  going  to  get. 
Withholding  had  become  much  more  effective  than  anybody 
wanted  to  admit.  I  remember  I  was  at  a  conference  out  at 
Ufniversity  of]  C [alifornia] ,  Riverside.  That’s  one  of  the 
very  few  ones  that  the  university  ever  had  that  made  any 


1.  S.B.  1,  1978  Reg.  Sess. ,  Cal.  Stat.,  ch.  29  was  placed  on  the 
June  1970  ballot  as  Proposition  8.  It  offered  property  tax  reductions  to 
owner-occupied  dwellings.  It  was  defeated  47  percent  to  53  percent. 
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sense,  by  the  way.  They  had  a  government  department  at  that 
time  out  there;  they  don’t  have,  anymore.  They  got  a 
conference  together.  We  had  Doerr  and  a  bunch  of 
legislators,  me,  and  we  all  talked  about  ways  to  try  to  deal 
with  what  we  saw  as  sort  of  a  tax  crisis  of  too  much  money 
being  collected.  One  of  the  things  I  recommended,  and  Doerr 
sort  of  agreed  with  me,  was  that  what  we  should  do  is  have 
credits.  You  file  your  return  and  then  you  get  a  10  percent 
credit  or  something  like  that  on  it.  I  felt  that  it  would  be 
best  to  do  it  on  the  income  tax  and  not  the  sales  tax.  We 
could  lower  the  rate;  that  would  be  one  way  to  go.  But  that 
would  be  the  next  thing  you  would  do.  First,  you  would  give 
an  income  tax  credit.  Then,  lower  the  rates  would  be  the 
next  thing  you  would  do  because  then  you  would  just  about 
take  care  of  everybody  doing  that.  But  the  legislature  just 
wasn’t  interested  in  that.  They  had  all  kinds  of  social 
programs  they  wanted  to  get  in,  take  care  of  their  friends. 
This  thing  that  came  out  of  the  legislature  that  was  on  the 
ballot  in  competition  to  13  was  so.  ...  I  think  it  was 
[Proposition]  8. 

I  think  it  was,  yes. 

It  was  just  a  terrible  bill.  The  board  unanimously  opposed 
it.  Every  member  was  there.  It  was  such  a  turkey  that  they 
didn’t  want  to  have  anything  to  do  with  it,  didn’t  want  to  be 


associated  with  it. 
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But  the  board  didn’t  try  to  make  its  own  alternative. 

Not  really,  that  I  recall.  The  only  effort  I  made  is  I 
thought  of  using  the  tax  credit  on  the  income  tax.  You  could 
call  part  of  that  a  reduction  of  overpaid  sales  taxes.  Then, 
it  was  to  be  a  refundable  credit.  It  wouldn’t  have  been  hard 
to  administer  in  those  days  because  we  had  the  rental  thing. 

I  believe  that  was  in  place  at  that  time.  We  could  have 
increased  the  rental  credit.  We  could  have  made  it  a 
short- termer,  see?  That  was  my  idea,  that  that  would  be  good 
in  the  income  taxes.  It’s  hard  to  do  that.  You  really 
shouldn’t  change  the  rate  on  the  sales  tax  a  lot.  It  creates 
a  lot  of  planning  problems  for  business  people,  people  buying 
things.  If  they  don’t  know  what  the  rate’s  going  to  be,  how 
can  they  budget  very  well?  Whereas  in  income  tax,  things  are 
more  flexible.  I  felt  that  was  the  way  to  go  with  it.  But 
that  plan  was  too  simple;  we  couldn’t  do  that.  I  tell  you, 
people  like  complicated  plans,  and  they  got  more  and  more  and 
more  complicated  in  time,  because  everything  is  fairly 
complicated,  and  I  don’t  know  what’s  in  it  for  anybody. 

So,  in  effect,  you  just  had  to  look  on  helplessly  as  the 
election  approached. 

People  were  blaming  it  on  the  legislature,  which,  I  think, 
was  a  bum  rap.  I  think  that  the  real  problem  was  that  local 
government  was  just  spending  money  like  crazy.  So  the  state 
had  a  surplus  which  could  have  been  dealt  with  effectively. 
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I  think  Jerry  Brown’s  part  of  the  problem  there.  My  line  of 
reasoning — and  no  one’s  ever  argued  with  me  on  it — is  that  he 
knew  there  was  going  to  be  the  surplus  and  he  was  going  to 
run  for  president  in  1980.  He  would  get  reelected  and  then 
announce  a  tremendous  tax  reduction  in  California  in  1979. 

You  can  follow  that  line  of  reasoning.  I  think  that’s  what 
was  in  his  mind.  Jarvis  cut  him  out  of  it. 

One  other  thing  I  did  want  to  bring  up.  It’s  totally  off  tax 
policy.  But  in  1976,  I  believe  it  is,  Jerry  Brown  appoints 
Iris  Sankey  to  the  board,  I  guess  to  the  seat  that  Lynch  had 
resigned  from. 

He  died. 

That’s  right,  he  died  right  on  the  spot. 

He  died  down  here  the  week  after  Thanksgiving.  Then,  Jerry 
couldn’t  make  up  his  mind.  There’s  a  lesson  there.  You 
should  make  your  appointments  fast,  otherwise  you  get 
lobbied.  Anyway,  Jim  Mills  got  his  mistress  in;  that’s  who 
Iris  Sankey  is.  When  she  ran  for  reelection,  she  had  not 
built  up  a  public  that  wanted  her.  The  district  was  a  hard 
district  for  a  Democrat  to  win.  I  remember  I  had  to  make  a 
decision  not  to  give  her  any  money  because  I  just  felt  it  was 
throwing  money  away. 

She  was  replaced  by  Dronenburg. 

Yes.  He  won  a  contested  Republican  primary. 

What  I  was  going  to  come  to  with  Sankey,  though,  is  she  the 
first  woman  to  ever  be  on  [the  board]? 
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There  was  a  woman  elected  in  1934,  Orfa  Jean  Shontz.  She  was 
elected  on  the  board  and  served  about  two  years.  She  rubbed 
the  board  members  the  wrong  way,  so  one  of  the  powerful  board 
members  went  to  the  governor  and  got  him  to  appoint  her  to  a 
municipal  court  in  Los  Angeles.  She  wanted  it  anyway,  so  she 
was  satisfied  with  that.  She  was  able  to  get  reelected  every 
time,  so  that  wasn’t  a  problem.  She  was,  apparently,  still 
alive  when  I  ran  but  died  shortly  after  I  left. 

I  notice  that  by  1977,  your  annual  report  was  acknowledging 
an  underrepresentation  of  minorities  and  women  on  the  board 
and  starting  some  sort  of  affirmative  action  program. 

Jerry  Brown  went  into  that,  but  it  would  have  come  whether 
Jerry  was  there  or  not.  I  had  a  female  deputy  all  this  time, 
Shirley  Filiatrault.  The  climate  of  opinion  changed,  and 
recruiting  blacks  and  browns  and  women  started  to  become  a 
big  thing.  Shirley  and  I  sort  of  pushed  that  one.?  along  and 
got  it  going.  The  problem  with  having  equal  opportunity  in 
the  state  is  that  Sacramento  is  pretty  much  a  white, 
middle-class  place.  There  really  aren’t  very  many  blacks, 
browns,  or  anything  up  there.  Yet,  all  the  state 
headquarters  are  up  there.  So  you  have  this  city  where  about 
one-third  of  the  board  employees  are  located,  in  a  place 
where  there  are  no  browns,  no  blacks  to  recruit  if  you  wanted 
to.  So  you  have  to  make  up  for  it  out  in  the  field.  So  you 


end  up  with  your  office  just  overwhelmingly  brown  or 
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overwhelmingly  black,  and  the  board  members — and  I  was  one  of 
them— said,  "They’re  so  unrepresentative  of  where  we  are.  We 
have  so  many  browns.  There  are  not  that  many  browns  around 
here  relative  to  what  we  have."  And  they  keep  pushing  on  us 
to  get  the  browns,  though,  because  we’re  low  on  browns.  We 
have  all  these  Spanish-speaking  types  around,  who  are  pretty 
hard  to  recruit,  by  the  way.  I  don’t  really  go  for  that.  I 
think  that  they  ought  to  let  the  districts  be  pretty  much 
like  where  they  are  and  not  having  to  make  up  for  this 
because  people  get  kind  of  pissed  off  after  awhile, 
especially  the  supervisors.  You’ve  got  to  do  the  work,  and 
tax  administration  is  not  one  of  those  things  where  you  can 
have  a  lot  of  guys  not  doing  anything.  You  can  have  a  few  of 
them,  but  you  can’t  have  a  whole  office  full  of  timeservers; 
it  just  won’t  work.  You’ve  got  to  collect  the  money.  They 
can  measure  that.  [Laughter]  Overall,  we’ve  done  a  pretty 
good  job  on  equal  opportunity  and  affirmative  action.  We 
always  try  to  hire  competent  people.  We  did  not  get 
buffaloed  into  just  hiring  people.  The  feeling  was  they 
[minorities]  weren’t  as  good  as  the  good  whites.  We’ve  had 
very  good  Asian  types.  We’ve  even  had  Iranians  who  were 
super,  but  you  don’t  get  many  of  those.  We  had  one  woman  who 
was  one  of  the  best  auditors  they  ever  had;  she  went  into 
business  for  herself.  She  was  an  upper-class  Iranian,  I 
don’t  know  why  she  ever  went  to  work  for  us.  That’s  not 
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their  kind  of  thing",  to  work  for  the  state  of  California. 
[Laughter] 

I  just  wanted  to  get  some  comment  on  the  .  .  . 

That  was  one  of  the  things  we  pushed  on  from  day  one.  We 
didn’t  get  anywhere.  It  [Board  of  Equalization]  was  a  male 
chauvinist,  white,  pig"  place.  We  were  very  definitely  sort 
of  military  oriented  when  I  first  got  there. 

Military  oriented? 

Oh,  yes.  A  lot  of  people  had  been  in  World  War  I,  World  War 
II.  It  took  quite  a  while  to  get  them  used  to  having  women 
supervisors,  women  auditors.  When  I  first  came  in,  we  had, 
like,  three  women  auditors.  I  think  we  had  one  black,  a 
couple  of  browns.  We’ve  always  had  Asians.  We’ve  always  had 
Jewish  people.  But  going  the  rest  of  the  way  was  tough 
going,  very  tough  going.  About  the  time  Iris  came — it  wasn’t 
just  Iris — conditions  started  to  change.  Nowadays,  I  don’t 
think  you  could  run  an  organization  and  have  all  white 
Protestants.  I  don’t  think  it’s  possible  to  create  a  white 
Protestant  organization  if  we  wanted  to.  I  don’t  think  you 
could  find  enough  of  them  to  do  it.  [Laughter]  So  the 
issue,  I  think,  is  sort  of  behind  us  on  that.  Your  big 
problem  in  an  organization  like  this  is  you’ve  got  to  develop 
the  people.  You’ve  got  to  train  them,  you’ve  got  to  have  an 
organization  spirit,  a  mission,  and  make  it  clear  what  it 
is.  It’s  like  any  big  organization.  If  you  don’t  do  those, 
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then  your  efficiency  starts  to  fall  off.  Unfortunately,  all 
these  governors  come  in,  and  that’s  the  first  thing  they  do 
is  cut  your  training.  You  really  can’t  do  that.  You’ve  got 
to  consider  that  state  government,  particularly  the  revenue 
collecting  side  of  it,  is  a  perpetual  thing.  If  you  cut 
back,  you’re  going  to  pay  for  it  downstream.  YTou  can’t  play 
games  with  that,  in  my  opinion. 

[End  Tape  8,  Side  A] 

[Tape  8,  Side  B,  blank] 
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[Session  4,  March  23,  1989] 

[Begin  Tape  9,  Side  A] 

de  GRAAF:  Mr.  Nevins,  we  left  off  just  on  the  brink  of  the  passage  of 

Proposition  13,  so  what  I’d  like  to  do  today  first  of  all  is 
to  go  through  Proposition  13  and,  particularly,  the  immediate 
aftermath  of  its  passage.  Now,  briefly,  I’ll  be  reviewing. 

If  you  want  to  comment  on  any  of  these  provisions,  that  might 
be  good.  The  four  that  I  pick  out  as  really  affecting 
California  taxpayers  were,  first,  the  rollback  of  assessments 
and  the  freeze  of  1  percent  of  the  full  market  value  as  the 
limit  that  the  property  tax  could  be. 

NEVINS:  Let’s  first  talk  about  the  1  percent  rate  limitation.  The 

effective  rate  before  Proposition  13  in  California  was  a 
little  over  3  percent,  so  you  get  a  66.67  percent  reduction 
right  there,  with  the  rate  reduction.  That’s  very 
important.  Furthermore,  the  only  add-on  you  could  have  was 
to  pay  for  the  interest  and  retiring  of  the  existing  bonds, 
and  there  could  be  no  more  general  obligation  bonds  at  the 
local  level.  It  did  not  forbid  the  state,  but  the  state 
couldn’t  use  property  tax  money  to  fund  those  bonds. 
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Excuse  me.  There  was  an  absolute  ban?  Even  if  a  city  had  no 
bonded  indebtedness,  it  could  not  incur  any  more  bonded 
indebtedness? 

Any  more  general  obligation  bonds.  They  could  have  revenue 
bonds  with  a  two- thirds  vote.  That  thing  has  been  fought 
over  quite  a  bit,  and  there  have  been  court  decisions  since 
then  that  modified  that  somewhat.  But  that’s  the  effect  of 
Proposition  13,  a  revenue  bond  being  a  bond  where  you,  like, 
have  a  parking  structure  and  you  take  the  revenue  from  the 
parking  structure  to  pay  the  bond.  Then,  if  you  don’t  have 
enough  money,  you  obligate  the  other  revenues  of  the  city. 

In  the  old  days,  the  cheapest  bonds,  the  ones  with  the  lowest 
rates,  were  the  ones  where  you  gave  the  full  force  and  credit 
of  the  city.  All  the  property  tax  assets  of  the  city  were 
available  to  the  bondholders  to  pay  the  bonds.  Furthermore, 
the  bondholders  could  raise  the  rate  to  get  the  money.  I 
mean,  that  was  the  effect  of  the  way  general  obligation  bonds 
went  in  the  past.  That  provision  was  rarely  used,  but  it  had 
been  in  the  past.  That  was  the  major  immediate  financial 
effect  to  cities  and  to  property  owners,  a  two- thirds 
reduction  in  the  tax,  period,  right  there.  But  the  more 
subtle  one  is  the  one  that  you  mentioned  first.  That  is  the 
freeze.  I  think  that  the  freeze — that  is,  rolling  property 
tax  assessments  back  to  1975 — was  the  part  of  the  measure 


that  people  voted  for  because  they  saw  that,  looking 
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downstream,  they  could  predict  what  their  property  taxes  were 
going  to  be,  even  though  the  value  of  their  property 
increased  substantially.  This  was  a  great  sales  factor  in 
the  passage  of  13  as  that  provision  became  better  known  to 
people.  Although  there  wasn’t  much  about  it  in  any  of  the 
campaign,  the  people  sort  of  picked  that  one  up.  I  think 
that  was  the  final  thing  that  put  it  over.  There  were,  of 
course,  the  political  errors  made  by  Governor  Brown  in  his 
opposition  campaign,  where  he  gave  people  the  impression  that 
he  was  going  to  fiddle  with  assessments  in  the  final  two  or 
three  weeks  before  the  election.  He  met  with  the  then  L.A. 
County  assessor,  Alexander  Pope,  and  this  got  out  into  the 
media  and  created  a  very  bad  impression  of  government.  So 
people?  had  a  chance  to  vote  against  those  in  power  at  that 
time.  Even  though  Brown  was  renominated  for  Democratic 
governor  at  that  point,  there  was  this  chance  for  people  to 
show  their  disfavor  with  those  in  government.  I  think  the 
two  things,  the?  disfavor  with  people?  in  government  and  the 
freeze,  were  probably  the  determining  things  in  putting 
Proposition  13  over  because,  up  until  about  six  weeks  before 
the  election,  it  had  been  only  getting  48  percent.  I  believe 
when  the  final  count  came  in,  it  got  just  under  two- thirds  of 
the  votes. 

de  GRAAF:  Sixty -five  percent.  Another  provision  was  that  there  was  a 

limit  of  2  percent,  measured  by  the  California  Consumer  Price 


348 


NKVINS: 


de  GRAAF: 
NEVINS: 


de  GRAAF: 


Index,  on  how  much  the  property  could  increase.  Now,  I’m  a 
little  bit  vague  here.  Was  that  a  ceiling  on  the  increase  in 
assessed  valuation? 

You  had  to  have  two  things  there?.  One,  you  had  to  have  a 
consumer  price  index  increase  of  2  percent.  If  it  was  up 
less  than  2  percent,  you  put  whatever  it  was.  But  if  it  was 
more  than  2  percent,  you  put  the  2  percent.  I  believe  one 
year  in  the  post-13  period  it  was  less  than  2  percent.  I 
don’t  remember  what  the  number  was  but  it  wasn’t  very  much 
less;  it  was  like  1.8  [percent]  or  something  like  that.  But 
first  you  had  to  make  a  showing  that  it  was  more  than  2 
percent.  Otherwise,  you  had  to  put  on  whatever  it  was.  If 
it  wasn’t  anything,  why,  you  didn’t  put  anything  on. 

And  this  was  an  add  on  to  assessed  value? 

This  is  an  add  on  to  assessed  value.  Instead  of  having  the 
market  value  of  the  property,  you  had  it  related  to  this 
price  index.  I  think  it  was  well  known  by  Californians  that 
property  values  went  up  faster  than  the  consumer  price 
index.  That  was  very  appealing.  It  went  right  back  to  this 
thing  where  you  could  estimate  what  your  taxes  were  going  to 
be  at  any  given  time  in  the  future,  assuming  you  didn’t  make 
any  major  additions  or  something  like  that. 

I  was  also  wondering  what  was  the  significance  of  a  third 
feature,  the  ban  on  any  new  taxes  on  real  property.  The 
first  question  I  pose,  were  any  such  different  taxes  on  real 
property  being  considered  around  1978  or  maybe  before? 
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They  certainly  were.  There  were  taxes  in  some  communities,  a 
tax  measured  by  the  sale  price  of  the  property.  In  other 

words,  you  just  had  a  tax,  like  1  percent  of  the  sales  price 

was  a  kind  of  excise  tax.  I  believe  there  were  a  number  of 
cities  that  levied  a  tax  like  that,  maybe  not  that  high  a 
rate.  Rut  this  provision  in  the  law  outlawed  those 
throughout  the  state.  Of  course,  there  was  a  federal  excise 
tax  like  that,  which,  I  believe,  has  been  abolished  but  it 
was  in  force  at  the  time.  It  was  a  very  low  rate,  but  there 

was  a  federal  excise  tax.  It  was  measured  by  the  part  that 

wasn’t  subject  to  a  loan.  I  believe  that’s  the  way  it  was. 

If  you  remember  your  deeds  in  the  old  days,  they  had  those 
red  stamps  on  them? 

Yes. 

That’s  what  we’re  talking  about.  It  was  a  very  oddly 
computed  tax.  I  can’t  recall  just  what  the  rate  was. 

Then,  finally,  there  was  that  provision  that  the  state 
legislature  could  not  enact  any  type  of  new  tax  at  all 
without  a  two- thirds  vote  of  both  houses? 

That’s  right.  The  constitution,  before  that,  had  had  a 
provision  in  it  that  a  majority  vote  could  raise  taxes.  The 
line  of  reasoning  behind  that  was,  the  constitution  as  we  had 
it  in  1970  required  that  at  budget  time  you  had  to  have  a 
balanced  budget,  and  maybe  the  only  way  to  balance  the  budget 
was  to  levy  the  tax.  So  what  this  provision  said  is,  the 
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only  way  you  can  balance  the  budget  is  by  cutting' 
expenditures,  unless  you  get  the  two-thirds  vote.  It  takes  a 
two-thirds  vote  to  pass  a  budget,  so,  therefore,  these  two 
measures  then  went  together. 

There  was  also  a  prohibition  against  any  form  of  new  local 
tax  unless  two-thirds  of  the  electorate  approved  it. 

That’s  right.  Of  course,  there’s  been  a  big  fight  in  the 
courts  about  what  is  a  tax.  In  other  words,  if  you  levy  a 
fee  and  the  expenses  connected  with  the  fee  use  up  all  that 
money,  that’s  not  a  tax.  That  was  pretty  much  understood  by 
the  people  who  wrote  this.  That’s  what  they  were  aiming  at, 
that  if  you’re  going  to  support  your  building  department,  you 
could  have  building  fees  but  all  the  money  had  to  be  devoted 
to  the  building  department,  like  you  would  have  inspections 
and  all  that  stuff.  But  you  couldn’t  use  it  to  support  the 
rest  of  the  city  government.  Now,  cities  have  fudged  on  that 
a  little  bit  by  having  a  factor  in  every  budget  that  pays  the 
rent,  fixes  the  building  up,  pays  the  city  manager,  the 
overall  administrative  costs.  I  don’t  believe  that  has  been 
contested  by  any  of  the  pro- 13  people. 

Were  any  of  these  provisions  discussed  by  the  Jarvis-Gann 
people  with  the  State  Board  of  Equalization  or  the  bench  or 
anybody  else  before  the  proposition  was  voted  on? 

The  best  information  I’ve  had — and  I  want  to  categorize  it  as 
poor  information — is  that  this  Proposition  13  was  drafted  in 
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a  motel  in  Bellflower,  California.  There  was,  apparently,  a 
meeting  of  people  of  like  minds.  The  best  information  I  have 
is  that  they  told  Howard  Jarvis  to  beat  it  and  wrote  up  the 
provisions  incorporating  some  of  his  ideas  and  bringing  in 
the  new  freeze  ideas  which  had  not  been  in  before.  The 
prior  propositions  that  Howard  Jarvis  had  submitted  to  the 
people  had  things  like  taxing  churches  and  a  whole  bunch  of 
stuff  like  that.  Those  did  not  get  in  this  one.  In  other- 
words,  the  people  that  fabricated  this  one  got  a  politically 
viable  package  that  did  have  sales  appeal.  Apparently, 

Howard  adopted  it  afterwards.  But  he,  as  far  as  I  know, 
really  didn’t  understand  all  the  provisions  because  he’s 
never  been  able  to  explain  them.  Neither  he  nor  anybody  that 
ever  drafted  this  proposition  ever  came  to  the  Board  [of 
Equalization]  or  the  legislature  to  explain  these  provisions, 
ever,  that  we  are  aware  of.  I  put  it  to  the  current  person 
in  the  tax  reduction  movement,  and  he  agrees  that  that  is  the 
right  interpretation,  that  nobody  ever  did  and  nobody  ever 
tried  to. 

Did  Paul  Gann,  to  your  best  knowledge,  try  to  explain 
[Proposition  13]  to  the  board? 

Gann,  I  believe,  did  try  to  testify  to  the  legislature  about 
the  provisions  of  Proposition  13.  Apparently,  he  only  talked 
about  one,  and  that  was  when  you  put  the  2  percent  on.  He 
testified  that  you  should  probably  start  it  in  1976.  In 
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other  words,  you  hound  the  property  to  the  1975  value.  If  it 
didn't  change  ownership,  then  you  put  the  2  percent  on  in 
1976  and  again  in  1977  and,  of  course,  in  1978,  if  it  didn't 
change  hands.  If  it  changed  ownership  in  any  of  those 
periods,  you  put  the  value  on  at  that  time.  Howard  Jarvis 
himself  challenged  that  interpretation  in  court  and  lost. 

This  amendment  came  out  by  early  to  mid-spring  1978.  Did 
anybody  on  the  state  board  try  to  make  contact  with  these 
people  to  explain? 

If  they  did,  I'm  not  aware  of  it,  and  I  think  I  would  have 
been  aware  of  it.  I'm  not  sure  the  board  ever  came  out 
against  Proposition  13  but,  certainly,  at  least  three  of  the 
members  were  strongly  opposed  to  it,  of  whom  I  was  one. 

George  Reilly,  I  think,  favored  it  but  didn't  do  anything 
about  it.  Cory,  the  controller,  was  kind  of  neutral.  He  had 
come  from  Orange  County,  and  on  things  like  this,  he  tended 
to  hide,  which  was  probably  well  advised.  But,  I  believe, 
there  were  three  votes  against  it. 

That  would  have  been  yourself,  Sankey,  and  Bennett? 

Yes.  But  I  don't  think  we  ever  took  a  board  position  against 
it  that  I'm  aware  of. 

You  did  not  write  any  statement  for  the  ballot? 

No,  never.  I  didn't  get  a  chance.  I  don't  know  who  wrote 
the  ballot  arguments  against  it.  At  the  beginning,  it 
sounded  so  cuckoo  that  nobody  really  took  it  terribly 
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seriously.  As  you  recall,  the  thing  was,  I  think,  drafted 
around  November,  and  the  circulation  was  in,  like,  December 
of  1977.  It  got  on  the  ballot  at  the  last  minute,  in,  like, 
January  of  1978.  Keep  in  mind,  this  is  the  third  one  Howard 
Jarvis  had  brought  up.  I  think  a  lot  of  us  felt  that  it 
might  not  fly  just  because  of  that.  If  somebody  else  had 
done  it,  it  might  have  flown;  we  would  have  taken  it  more 
seriously.  But  Howard  had  kind  of  a  bad  reputation  with  a 
lot  of  people,  so  we  didn’t  take  it  really  seriously.  Now, 
the  staff,  fortunately,  started  when  the  campaign  got  going 
and  they  realized  there  was  a  chance  it  was  going  to  pass. 

The  staff  got  a  work  team  together  about  six  weeks  before  the 
election  and  went  over  every  provision  of  it  and  tried  to 
decide  what  codes  had  to  be  amended,  what  changes  in  our 
regulations  would  come  about,  how  we  would  approach  the 
assessors,  what  time  frames  we  would  have  to  use  if  the  thing 
passed,  how  we  would  go  about  getting  the  roll  out  for  the 
1978" 1979  fiscal  year.  They  did  an  outstanding  job  on  that 
and  had  a  very  extensive  report  which,  I  think,  will  show  in 
the  annual  report. 

It  did  show  in  the  annual  report.  The  thing  that  struck  me 
was  the  amount  of  effort  that  the  staff  seemed  to  put  into 
preparing  for  the  eventuality  that  Prop.  13  would  pass  versus 
the  lack  of  any  effort,  apparently,  to  keep  it  from  passing. 
Actually,  the  staff  are  working  for  government  and  they’re 
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almost  expressly  prevented  from  campaigning  on  an  issue  like 
this.  You  can’t  campaign  on  public  money,  on  a  public 
salary,  against  a  thing  like  this.  Now,  elected  people 
could.  I  could  and,  of  course,  did;  but  they  couldn’t. 
Remember,  I  was  a  candidate  myself  at  that  time,  without 
opposition,  so  I  was  in  a  very  neat  position.  I  could  do 
it.  It’s  sort  of  odd  that  this  thing  was  on  the  ballot  and 
the  Republicans  didn’t  run  anybody  against  me.  It  sort  of 
shows  they  didn’t  take  this  very  seriously  either.  See, 
Republicans,  generally,  at  that  time  didn’t  like  Jarvis.  He 
was  not  a  person  that  the  Republican  party  thought  was  a  good 
guy.  When  you  see  the  Proposition  13  babies  in  the 
legislature,  they  were  generally  people  who  were  not  in  tune 
with  the  then  power  structure  of  the  Republican  party  and 
they  remain  sort  of  a  separate  little  entity  in  the 
Republican  party.  They  became  a  dominant  group  in  the  party 
but,  at  the  time,  they  were  considered  weirdos.  I  believe  we 
did  not  take  a  position  on  13  at  the  time,  as  I  recall,  in 
deference  to  Mr.  Reilly.  We  campaigned  on  our  own  against 
it.  At  least,  I  did.  I  believe  Mrs.  Sankey  did,  too.  I 
want  to  tell  you,  that  was  not  an  unreasonable  position.  I 
mean,  the  L[os]  Afngeles]  Times,  the  state  chamber  of 
commerce,  the  L.A.  Chamber  of  Commerce,  a  whole  lot  of  big 
thinkers  were  against  Proposition  13.  Their  main  reason  for 
being  opposed  to  it  was  that  they  felt  local  government  will 
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just  become  a  nothing  if  this  happens,  and  we  really  don’t 
think  the  state  legislature’s  that  great  an  organization*  So 
it  passes. 

My  next  question,  actually,  you  presumed  very  well,  and  that 

is,  prior  to  the  election,  most  public  officials  and  many 
prominent  newspapers  did  seem  to  be  critical  of  Proposition 
13.  Jerry  Brown  certainly  was  and,  I  believe,  George 
Deukmejian,  who  was  in  the  legislature,  was  also  opposed  to 

it , 

I  believe  he  opposed  it,  yes.  A  lot  of  the  Republicans  in 
the  legislature  opposed  it  because  they  were 
local- government -oriented  people  and  they  realized,  gee, 
we’re  going  to  get  a  whole  bunch  of  stuff  we  really  don’t 
want  to  handle  at  this  level  of  government. 

Can  you  recall  any  prominent  state  official  who  came  out  in 
favor  of  it  before  the  election? 

I  don’t  remember  a  promiment  one,  but  there  were  quite  a  few 
that  did.  I  believe  a  number  of  legislators  did.  I  believe 
the  Republicans  on  the  L.A.  County  Board  of  Supervisors  did. 

I  can’t  remember  just  who  the  Republicans  were  at  that  time. 
[Michael]  Antonovich,  of  course,  wasn’t  on  at  that  time.  But 
it  seems  to  me  there  were  a  couple  of  Republicans,  and  they 
came  out  for  it.  A  lot  of  city  council  people  came  out  for 
it  in  a  lot  of  cities  in  L.A.  County.  I  think  they  thought 
it  was  a  popular  thing  to  do.  They  didn’t  think  it  was  going 
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to  pass,  and  they  thought,  well,  I  can  come  out  as  a  low  tax 
person.  I  don’t  think  they  really  believed  in  it,  but  they 
came  out  for  it  anyway. 

Besides  the  feeling  that  this  would  kill  local  government, 
what  were  the  other  major  arguments  against  13  before  the 
June  election? 

I  think  there  were  a  lot  of  people  out  there  that  felt  that 
Californians  as  a  group  liked  a  rather  expensive, 

Cadillac- type  government  and  wanted  public  services.  They 
wanted  attractive  schools;  they  wanted  a  whole  lot  of  parks 
and  highways,  everything  that  government  buys.  The  people 
who  were  providers  of  that  and  the  people  who  were  associated 
with  these  different  schemes  opposed  Proposition  13  because 
they  realized  that  that  would  bring  all  this  to  an  abrupt 
halt.  So  there  was  that  group  of  people  that  opposed 
Proposition  13.  Somehow  they  never  had  a  really 
well-organized  campaign.  I  think  one  of  the  reasons  there 
wasn’t  a  very  well-organized  campaign  was  that  nobody  thought 
a  crazy  thing  like  this  was  really  going  to  pass  if  the  big 
newspapers  and  the  chambers  [of  commerce]  and  people  like 
that  came  out  against  it.  Unless  some  major  force  in 
California  came  out  for  it,  they  just  didn’t  see  how  it  was 
going  to  pass.  I  think  that  was  one  of  the  problems  right 
along.  Looking  backwards,  you  can  see  all  the  things  that 
went  wrong.  But  at  the  time,  it  just  didn’t  look  like  this 
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was  it.  Remember,  afterwards  we  defeated  a  whole  bunch  of 
Jarvis’s  things  because  they  did  take  them  seriously  and  they 
did  have  organized  campaigns  against  them  and  beat  them.  The 
only  things  that  passed  afterwards  were  ones  where  the 
business  groups  got  on  their  side,  like  the  Gann  [spending] 
initiative.-*  That  had  a  lot  of  business  support.  So  you  can 
see  that  the  people  weren’t  totally  unrealistic  about  their 
position . 

de  GRAAF:  That  helps  to  explain  my  next  question,  and  that  is  the 

abrupt  about-face  that  a  great  many  officials  made.  I  mean, 
Jerry  Brown  seems  to  be  symptomatic  of  a  lot  of  politicians. 
As  soon  as  Prop.  13  passed,  they  immediately  embrace  it,  and 
I  have  to  contrast  that  with  the  reaction  to  the  recent  Prop. 
103,  where  the  Deukmejian  administration  at  best  is  being 
very  cool  toward  it  and  maybe  even  trying  to  subvert  it, 

NEVINS:  Don’t  forget  that  Proposition  13  passed  almost  2  to  1.  That 

was  overwhelming.  I  think  most  people  that  had  been 
associated  with  government  realized  there  had  been  a  laxity 
of  expenditure  control  at  the  local  level.  I  mean,  I  was 
very  much  aware  of  that  and  a  lot  of  other  people  were.  I 
think  they  just  realized  that,  in  California,  this  was  the 
end  of  that,  so  you  had  to  do  something  different  and  you  had 


1.  Proposition  4,  Limitation  of  Government  Appropriations, 
Initiative  Constitutional  Amendment,  was  approved  in  a  special  statewide 
election,  November  1979. 
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position  yourself  as  a  politician  differently  than  you  had 
before.  The  years  of  Pat  Brown  type  expenditures  were  over. 
So  I  think  you  didn’t  have  much  choice,  I  mean,  if  you  wanted 
to  stay  in  politics. 

I’d  like  to  go  into  some  of  the  specific  impacts.  You’ve 
already  commented  on  the  tax  loss.  You’ve  given  it  a  little 
different  figure.  You  said  that  the  mere  change  from  a  3 
percent  operational  rate  to  a  1  percent  would  have  meant 
about  a  two- thirds  reduction,  but  the  annual  report  says  that 
property  tax  lost  nearly  $6  billion,  which  represented  a  56 
percent  drop. 

Don’t  forget  that  California  was  growing  a  lot  at  this  time, 
so  you  had  lots  of  new  properties  coming  on.  There  was  a  lot 
of  growth.  It’s  the  thing  that’s  hard  to  look  back  on.  If 
you  just  had  things  stand  steady,  then  you  would  have  had 
this  number  that  I’m  talking  about.  Then,  of  course, 
downstream  from  this,  they  then  exempted  business 
inventories.  I  believe  in  1979  or  1980,  those  were  exempted, 
so  there  was  quite  a  drop.  Of  course,  there  were  funding  all 
this  with  this  surplus,  which  we  haven’t  discussed  very 
thoroughly  yet. 

I  want  to  get  into  that,  too.  You  said  your  staff  had 
already  gone  over  the  proposition,  figured  out  how  it  would 
affect  legislation,  and  begun  to  change  their  policies. 

They  had  proposals.  So  what  happened  was,  the  thing  passed 
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on  a  Tuesday.  So  the  board  met  on  Thursday.  We  flew  to 
Sacramento  and  authorized  our  staff  to  make  these  rule 
changes — the  board  has  constitutional  power  and,  at  that 
time,  there  was  no  restriction  by  the  legislature — to 
implement  the  thing,  to  instruct  the  assessors  on  what  needed 
to  be  done.  We  also  needed  to  have  some  things  done 
legislatively,  so  we  immediately  took  steps  to  advise  the 
legislature  on  what  needed  to  be  done.  The  legislature  was 
terribly  receptive  to  it.  What  they  did  is  to  appoint  a 
joint  Revenue  and  Taxation  Committee.  I  think  it  was  a 
senate  bill,  actually,  although  usually  tax  bills  come  from 
the  assembly.  They  had  regular  meetings,  like  every  other 
day,  for  about  the  next  thirty  days  on  things  that  could  be 
added  to  this  bill.^  The  authors  were  the  hard-nosed  type 
that  wouldn’t  accept  cuckoo.  This  bill  just  got  public 
interest  up;  it  didn’t  get  a  lot  of  lobbyist  baloney  in  it. 

It  was  later,  after  this  period,  that  the  bills  started 
getting  funny  money  in,  but  at  that  time,  this  bill  did  not 
get  that.  This  bill  got  serious  stuff,  like  postponing  the 
day  the  rolls  had  to  be  turned  over.  It  told  the  board  it 
got  specific  authority  to  make  forms,  and  a  whole  lot  of 
other  things  had  to  be  done  in  order  to  get  the  roll  up. 


1.  In  the  three  weeks  between  the  election  and  Proposition  13 
taking  effect  (July  1,  1978),  the  legislature  passed  S.B.  154,  2212,  and 
1571,  1978  Reg.  Sess.,  Cal.  Stat. ,  ch.  292,  332,  and  353,  respectively, 
to  define  vague  aspects  of  the  proposition. 


de  GRAAF: 
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The  Jarvis  draft  of  Proposition  13  did  specify  that  it 
immediately  took  effect,  didn’t  it? 

Yes.  But,  of  course,  the  property  tax  year  was  over 
effectively  by  the  time  this  passed,  because  the  last 
payments  had  been  due  on  April  10.  So  they  were  past  due, 
and  this  didn’t  change  any  of  that.  What  it  did  do  is  say 
that  for  the  next  roll,  the  one  that  began  on  July  1,  the 
same  as  the  state  property  tax  this  fiscal  year,  what  you  had 
to  do  is,  first,  figure  out  what  was  the  value  that  you  were 
going  to  put  on  property.  [The  assessors  had  to  make  a 
decision  whether  to  put  the  value  on  the  1978  roll  that  they 
used  in  1975,  assuming  no  ownership  change  or  new 
construction;  or  put  the  correct  value  for  1975  if,  for 
instance,  a  five-year  cycle  reappraisal  completed  in  1976  or 
1977  showed  higher  value  should  have  been  used  in  1975;  or 
compute  a  value  for  1975  based  on  a  reappraisal  made  in  1978 
that  would  have  been  enrolled.  Most  assessors  used  a  value 
very  close  to  what  had  been  enrolled  in  1975.  I  favored 
using  the  1975  value  because  all  the  time-to-f ile  appeals  on 
that  value  had  expired.  Enrolling  any  other  value  for  1978 
invited  an  appeal,  especially  one  that  had  been  made  in  an 
arbitrary  way.  Los  Angeles  County  enrolled  1975  values  on 
properties  that  had  been  reappraised  that  year  and  arbitrary 
adjustments  on  all  other  properties.  Naturally,  there  was  an 
avalanche  of  appeals  even  though  the  values  were  very  low. 
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Nineteen  seventy-five  was  the  year  when  the  previous  L.A. 
[County]  assessor,  Philip  Watson,  had  lost  his  nerve.  He  was 
afraid  to  recognize  the  big  increases  his  staff  found  in  the 
field.  In  particular,  he  did  not  enroll  the  correct  high 
values  in  the  beach  areas.  The  authors  of  Proposition  13 
were  well  aware  that  1975  was  a  great  year  to  pick;  few 
reappraisals  in  L.A.  County  and  the  starting  point  for  steep 
increases  in  real  property  values  statewide.  Some  counties 
had  unique  problems:  Orange  County  reappraised  every 
residential  property  every  year  beginning  about  1970.  Orange 
County  then  disposed  of  all  the  sales  data  at  the  end  of  each 
year  and  started  anew.  The  county  could  not  ejxplain  any  of 
its  1975  values  in  1978.]*  And  second,  how  would  you  extend 
the  rate?  How  were  you  going  to  deal  with  these  provisions 
on  when  the  2  percent  was  going  on?  [The  correct  bond  rate 
had  to  be  added  to  the  1  percent  wherever  it  applied.  One  or 
two  counties  did  not  initially  levy  the  full  1  percent  tax. 
Normally,  the  county  auditor-controller  does  this  work.  The 
assessors  were  more  involved  in  1978  and  1979  on  rate 
problems  than  they  had  been  in  the  past.]*  We  first  did  it, 
as  I  recall,  by  regulation,  and  that  was  put  in  this  bill,  so 
it  followed  the  board’s  regulation.  I  don’t  know,  there  were 


*  Mr.  Nevins  added  the  previous  bracketed  material  during  a 
review  of  the  draft  transcript. 
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a  raft  of  things  on  what  "new  construction"  was  and  we 
separated  homes,  residential  property,  from  business  property 
so  that  there  were  a  different  set  of  rules  that  applied.  We 
were  very  lenient  on  homes  in  that  one  of  the  big  criticisms 
of  the  property  tax  in  the  pre-Proposition  13  time  is  that 
when  you  remodeled  your  home,  you  immediately  got  a  big  tax 
increase.  A  lot  of  people  thought  that  that  prevented  people 
from  remodeling  their  homes.  I  think  that’s  sort  of  a  silly 
argument,  but  that’s  a  fact  you  have  to  deal  with.  So  we 
tried  to  say  that  you  could  repaint  a  house,  you  could  put  a 
new  roof  on,  you  could  repair  the  plumbing,  you  could 
redecorate  rooms,  you  could  even  change  plumbing  fixtures  and 
stuff  like  that,  and  that  would  not  be  "new  construction"  for 
Proposition  13  purposes.  I  think  we  said  if  you  increase  the 
area  of  the  house,  that  would  make  a  taxable  increase.  Or  if 
you  changed  the  use  of  it,  if  you  took  a  house  and  converted 
it  into  an  office,  then  that  would  be  a  taxable  increase. 
People  seemed  to  accept  that;  we’ve  never  had  any  criticism 
from  that. 

Before  Proposition  .13,  these  fine  points  of  what  "new 
construction,"  "change  of  ownership"  meant  had  not  been  the 
subject  of  tax  policy? 

It  had  not  had  anything  to  do  with  it  at  all.  The  only  thing 
that  "change  of  ownership"  had,  it  usually  had  a  sale,  and 


that  became  an  indicator  of  what  the  market  value  of  the 
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property  was  in  the  area  that  it  was  located.  But  you  didn’t 
look  at  new  construction.  Basically,  new  construction 
doesn’t  always  increase  value.  But  if  you  took  the  rule  that 
we  used,  it  could  increase  value.  I’ll  try  to  state  the  rule 
as  I  recall  it.  We  said  the  way  you  tell  whether  new 
construction  increased  value  is,  you  look  at  the  value  of  the 
property  before  the  new  construction.  This  is  regardless  of 
what  it  was  valued  on  the  roll  at.  Then,  you  look  at  the 
value  after  the  construction.  If  there  was  an  increase,  then 
that’s  the  net  that  you  added  on  to  the  Proposition  13 
value.  Because  new  construction  doesn’t  necessarily  add 
value.  A  lot  of  people  don’t  understand  that,  but  people  in 
the  construction  business  and  in  the  real  estate  business 
understand  that,  that  sometimes  you  have  overimprovement, 
sometimes  the  improvement  that  you  put  in  has  to  be  done  to 
keep  the  value,  that  if  you  don’t  put  it  in,  the  value  will 
drop.  Fixing*  chimneys  after  the  earthquake  is  a  g‘ood 
example.  And  rewiring  and  putting  new  pipes  in  a  house  as  a 
rule  doesn’t  add  a  nickel  to  the  value.  People  assume  that 
it  has  all  that.  But  you  might  spend  $10,000,  $15,000 
putting  new  copper  pipes  in  your  house,  you  go  to  sell  the 
house  and  the  person  looks  at  you  and  his  eyes  glaze  over. 

He  just  assumes  that  you’ve  got  a  house  that’s  in  working 
shape.  Or  you  put  in  the  proper  wiring.  You  don’t  gain 


anything  on  that. 
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So  the  rules  that  were  passed  in  the  wake  of  Prop.  13 
basically  exempted  this  sort  of  .  .  . 

For  homes,  we  said,  even  if  it  did  increase  the  value — like 
repainting  does  increase  the  value  of  a  house, 
generally — that  that  would  not  be  an  increase  in  value  for 
property  tax  purposes  after  the  passage  of  13.  We  were  quite 
lenient  on  that  and  we  felt  that  this  would  make  this  more 
bearable,  because  we  knew  that  increasing  value  for  new 
construction  and  sales  were  going  to  cause  a  lot  of 
problems.  The  legislature  really  didn’t  enter  legislatively 
into  "new  construction"  much.  I  think  if  you  look  at  the 
code  even  today,  there  are  very  few  provisions  about  "new 
construction."  Now,  the  places  that  there  are  a  lot  of 
statutory  laws  are  on  what  is  and  what  isn’t  a  sale.  The 
only  measure  that  we  as  board  members  said  is  that  if  a 
property  changed  hands  on  husband  and  wife  as  joint  tenants , 
like  the  wife  dies  and  the  husband  gets  the  house,  that  that 
wasn’t  a  "change  of  ownership."  The  legislature  just  came  in 
with  a  raft  of  transactions  that  said  this  isn’t  a  "change  in 
value"  for  property  tax  purposes,  and  some  of  them,  I  think, 
are  sort  of  ludicrous.  One  of  the  ones  that  I  really  felt 
was  ridiculous  is  the  one  where,  if  you  create  one  of  these 
living  trusts  and  you  put  your  house  in  the  trust,  the 
creation  of  the  trust  is  not  a  change  of  ownership.  You  have 
the  change  of  ownership  at  the  end  of  the  trust.  I  said, 
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"What’s  going  to  happen  on  this  thing  is,  you  put  it  in  this 
trust  and  then,  like  ten  or  fifteen  years  from  now,  take  it 
out  of  the  trust,  the  new  owners  are  going  to  get  really 
zapped."  I  asked  a  lawyer,  "Why  do  you  do  this?"  We  were 
only  talking  about  increasing  taxes  $200  or  $300  on  the 
typical  house  at  that  time.  The  guy  says,  "They’re  not  going 
to  pay  the  fees  up  front.  This’ll  stop  the  transaction. 

I’ll  lose  my  fee  for  doing  this."  It  seemed  to  me  one  of  the 
advantages  of  doing  these  things  is  you  would  lock  in  the  low 
value  at  the  time  you  create  a  trust  and  then  you  wouldn’t 
get  it  down  at  the  end.  But  that’s  not  how  it  works.  There 
were  quite  a  few  other  laws.  I  think  divorces  didn’t  create 
a  change  of  ownership.  In  other  words,  if  the  husband  or  the 
wife  got  the  house,  that  didn’t  create?  a  change  of  ownership 
because  they  usually  end  up  selling  it  anyway.  But  there 
were  quite  a  few  of  these  things  that  came  about. 

I  want  to  get  into  some  of  these  legal  things  a  little  bit 
later.  I’m  setting  up  some  of  the  immediate  impact. 

We  did  these  by  regulation  in  the  three  or  four  weeks  after. 
We  published  them  and  did  all  the  things  we  were  supposed  to 
do.  We  really  didn’t  have  much  bad  public  reaction  to  any  of 
our  regulations.  I  think  the  people  were  quite  supportive. 
The  only  one  I  got  the  flak  on  was  this  trust  business. 

It  might  be  a  good  place  to  clarify  exactly  how  the  board 
works  on  these  regulations.  I  imagine  the  majority  of  these 


regulations  are  drafted  by  the  staff? 
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Right . 

Do  they  all  have  to  be  voted  on  by  the  board? 

You  bet,  though,  it  became  quite  an  issue  later  on.  When  I 
first  came  to  the  board,  and  we’re  talking  about  1959,  the 
board  had  in  place  quite  a  few  regulations.  A  lot  of  them 
had  been  adopted  in  the  thirties,  and  Supreme  Court  Justice 
Traynor  had  drafted  them  and  they  had  been  adopted  by  the 
board.  But  the  business  tax,  the  sales  tax  regulations,  had 
gotten  out  of  date,  and  the  staff  had  got  in  the  position  of 
issuing  what  they  called  business  tax  bulletins.  If  you  go 
back  and  look  in  the  tax  literature  of  that  time  and  the 
codes,  you’ 11  see  mention  of  business  tax  bulletins.  They 
promulgated  these  without  the  vote  of  the  board.  They  had 
the  force  of  law.  For  some  reason,  the  lawyers  in  those  days 
went  along  with  it.  I  felt  that  these  measures  did  not  have 
any  public  input,  into  them.  What  happened  was,  the  staff 
would  get  together  with  the  lobbyists  in  Sacramento,  and  a 
couple  of  lawyers  that  were  interested  in  this  said,  ”We  can 
draft  a  business  tax  bulletin, ”  and  then  they  would 
promulgate  them.  It  would  be  signed  by  Harry  Say  or 
somebody.  "Say”  is  spelled  S-A-Y,  just  to  confuse  you. 

Then,  that  would  be  the  board’s  position,  but  it  was  never 
voted  on  by  the  board. 

Harry  Say  was  whom? 

He  was  a  sales  tax  administrator.  I  felt  that  this  was  a  bum 
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deal  and  that  what  the  board  should  do  is  by  regulation  adopt 
all  the  sales  tax  bulletins  and  bring  them  all  up  to  date,  I 
believe  we  started  on  that  about  1963  or  1964,  just  about  the 
time  Dixwell  [Pierce]  left,  and  it  took  us  about  ten  years  to 
get  the  majority — like,  95  percent — of  the  sales  tax, 
business  tax  bulletins  into  regulation  form.  We  developed  a 
very  rational  approach  and  got  a  section  in  the 
administrative  code  and  all  that  stuff,  and  did  a  good  job, 

I  think  most  people  really  appreciated  it. 

Let  me  go  back  just  a  minute  here.  In  the  forties  and  so 
forth,  when  these  bulletins  were  being  put  out,  did 
California  not  have  its  Notices  Register  where  all 
regulations  were  printed  beforehand? 

Yes,  it  did,  but  these  weren’t  in  them.  [Laughter]  You  got 
it.  That’s  the  point.  So  we  started  a  regulatory  process 
where  you  had  to  give  notice.  We  made  a  big  effort  to  send 
out  the  advance  copies  of  the  regulations  to  everybody  we 
knew  was  interested  in  them.  We  published  them  in  the  legal 
journals  and  did  all  the  stuff  we  were  supposed  to  do.  I 
think  getting  our  business  tax  bulletins  and  all  the  other 
board  procedures  in  regulation  form  was  a  substantial  advance 
in  what  I  call  due  process.  In  other  words,  you  didn’t  have 
to  have  some  special  connection  with  the  board  to  find  out 
what  we  were  doing.  We’re  now  talking  about  sales  taxes, 


primarily,  because  there  weren’t  that  many  property  tax 
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regulations  in  force.  There  always  had  been  some  on  forms 
getting  the  roll  out  and  stuff  like  that,  but  there  hadn’t 
been  that  many.  So  what  happened,  we  had  this  history  of 
having  business  tax  regulations  promulgated  in  a  reasonable 
and  rational  way.  All  of  a  sudden,  after  13,  boy,  this  horde 
of  property  tax  ones  came  out.  Of  course,  we  had  to  get 
another  section  of  law  for  that.  But  we  were  used  to  it;  we 
knew  how  to  do  it. 

This  must  have  meant  very  frequent  meetings  in  the  weeks 
after  Prop.  13. 

We  had  a  lot,  there’s  no  question  about  that.  But  you  have 
to  give  a  lot  of  notice  for  regulations,  so  you  just  don’t 
pick  a  day.  We  adopted  a  few  on  an  emergency  basis.  You 
have  to  get  the  governor’s  and  the  legislature’s  OK,  but  they 
gave  it  to  us.  We  didn’t  adopt  too  many  but  we  adopted  a  few 
on  an  emergency  basis.  Then,  we  went  back  and  had  the 
hearings  and  all  that  stuff.  But  most  of  the  regulations  on 
13  were  adopted  without  going  on  an  emergency  basis. 

You  didn’t  have  anybody  from  the  Jarvis-Gann  campaign  ever 
appear  before  you? 

Never  appeared  before  us.  I  believe  Gann  once  appeared  in 
early  July  before  this  committee  in  the  legislature,  talking 
about  the  2  percent  thing".  He  also  wrote  the  legislature  a 
letter  on  that — never  wrote  us — and  that  letter  was  denied  by 
Jarvis  at  the  hearing  which  was  held  in  Santa  Clara  and  San 


369 


Mateo  counties  [in]  1982,  1983,  somewhere  along  in  there.  It 
was  quite  a  long  time  after  Proposition  13.  I  think  the 
significant  thing  is  that  the  board  and  the  staff  really  got 
used  to  working  very  closely  together  on  the  regulations  on 
Prop.  13.  A  lot  of  the  members  had  never  really  paid  much 
attention  to  this  stuff.  After  Proposition  13,  they  were 
very  attuned  to  what  was  going  on.  I  think  we  made 
Proposition  13  work  administratively  very  well.  I  think  the 
process  we  used,  the  attitude  we  had,  made  what  could  have 
been  a  catastrophic  measure  work.  I  think  it  was  a  credit  to 
not  only  our  staff  but  city  managers,  particularly,  and 
budget  officials,  generally,  throughout  the  state.  They  were 
able  to  really  adapt  to  this  thing  which  had  this  drastic 
drop  in  revenue.  It  was  really  surprising. 

[End  Tape  9,  Side  A] 

[Begin  Tape  9,  Side  B] 

de  GRAAF:  One  irony  I  see  in  all  this  staff  work  that  you’ve  talked 

about  is  that  you  and,  as  you  said,  a  majority  of  the  board, 
were  opposed  to  Prop.  13,  felt  that  it  would  have  rather 
disastrous  effects.  Yet,  here  you  are  helping  to  make  it  work. 

NEVINS:  You  swear  to  uphold  the  constitution.  That’s  one  of  your 

oaths  of  office,  so  when  the  law’s  changed,  your  job  is  to 
make  it  fly. 

de  GRAAF:  Do  you  recall  that  there  was  a  feeling  on  the  part  of  the 

board  after  13  passed  that  you  might  be  able  to  work  around 


it  short  range? 
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No,  I  felt  maybe  in  five  to  six  years  the  people  might  get 
tired  of  it.  I  found  I  was  wrong  on  that,  that  even  though 
we’re  now  eleven  years  downstream  from  it,  it’s  still  very 
popular.  I’d  say  it’s  highly  unlikely  that  any  major  changes 
are  going  to  be  made  in  the  reasonable,  foreseeable  future. 
Did  you  or  any  others  on  the  board  forecast  that,  after  a 
certain  number  of  years,  if  this  weren’t  changed,  there  would 
be  fiscal  disaster? 

No,  because  the  state  still  had  the  power  to  levy  taxes.  We 
didn’t  have  the  Gann  [limitations  on  appropriations] 
initiative  at  that  time.  The  state  has  virtually  absolute 
right  to  raise  taxes.  The  local  governments  in  the  state 
would  differ  from  what  they  had  in  the  past,  you’d  have  a 
substantial  loss  in  local  control,  which  you  do  have. 

One  other  thing  that  struck  me  is  that  right  after  Prop.  13 
passed,  in  some  respects,  the  legislature  seemed  to  make  the 
revenue  situation  even  worse.  I’d  like  you  to  comment  on 
some  of  these  other  things  that  were  passed  shortly  after. 

One  was  called  Assembly  Bill  3802.^  It  was  a  rebate  of  $675 
million  from  the  state  income  tax  back  to  the  public.  What 
was  the  logic  of  passing  that  right  after  Prop.  13  had  so 
drastically  cut  revenues? 


1.  Enacted  as  A.B.  3802,  1978  Reg.  Sess. ,  Cal.  Stat. ,  ch.  569. 
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I  think  you  have  to  go  the  surplus  issue,  which  we  haven’t 
really  discussed. 

OK,  let’s  go  to  that,  then. 

I  think  while  Proposition  13  was  going  to  the  people  in  the 
spring  of  1978,  there  was  a  feeling — and  I  don’t  remember 
having  ever  had  any  numbers  shoved  in  front  of  me — that  we 
were  going  to  have  a  surplus  in  the  budget  of  about  $1.3 
billion  to  $1.5  billion  at  the  end  of  the  fiscal  year  that  we 
were  then  in.  I  think,  as  we  got  near  the  election,  a  couple 
of  officials  began  to  realize  that  this  was  gross 
underestimation  of  the  budget  surplus,  and  one  of  those 
people  was  Jesse  Unruh.  I  think  he  was  aghast.  He  began  to 
see  more  a  number  like  $4  billion  or  $5  billion,  which  would 
have  made  a  very  substantial  difference  in  how  things  worked 
out.  It  was  only  after  the  passage  of  13  that  we  learned 
there  was  a  so-called  $8  billion  or  whatever  the  very  large 
number  was.  I  think  it  was  known  by  some  of  Brown’s  own 
staff  in  the  Department  of  Finance  that  the  surplus  would  be 
that  big.  As  I  mentioned  earlier,  it  was  the  feeling  of  some 
political  types  that  Brown  knew  there  was  going  to  be  a 
surplus  and  wanted  to  use  it  as  a  gimmick  to  run  for 
president.  Proposition  13  put  an  end  to  that.  He  had  to 
commit  all  the  money  to  take  care  of  local  government  and  it 
sort  of  knocked  out  his  grand  scheme.  That’s  my  feeling. 

I’ve  never  really  talked  to  him  about  it.  I  don’t  think  he’d 
admit  it  today,  but  that’s  what  I  think  he  had  in  mind. 
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So  this  $675  million  rebate  was  a  reaction  to  this  belated 
discovery. 

It  was  one  of  the  things  that  the  legislature  did,  along  with 
the  business  inventory  which  came  about  at  a  later  date. ^ 

What  do  you  call  it  when  you  factor  the  rates  down  on  the 
state  income  tax?  Indexation,  that’s  what  it  is.  The  bills 
on  that  came  up  at  that  time.  I  think  there  was,  first,  one 
indexation  measure  passed,  and  then  a  second  one  came  on.^ 

The  Republicans  supported  those  very  strongly.  Those 
measures  were  very  popular  in  counties  like  the  county  of 
Orange,  where  you  live.  So  they  carried  those.  The 
Democrats  sort  of  went  along  with  them  because  they  couldn’t 
think  of  a  good  reason  not  to  go  along.  Here  we  had  all  this 
excess  revenue. 

Wasn’t  somebody,  by  this  time,  saying,  ”Hey,  this  excess 
revenue  is  needed  to  bail  out  local  government  and  schools”? 
What  happened  was  that  the  legislature  and  the  then  Governor 
Jerry  Brown,  said,  ”0K,  we’re  going*  to  work  out  a  program  so 
that  we’ll  go  for  the  next  three  or  four  years,  and  then 
that’s  it.”  Let’s  go  back  to  one  other  thing  about 
Proposition  13.  There  were  the  cold  turkey  advocates,  and  I 


The  business  inventory  tax  was  repealed  by  A.B.  66,  1979  Reg. 
Stat.,  ch.  1150. 

The  policy  of  indexing  the  personal  income  tax  was  enacted  in 
l.  276,  1979-1980  Reg.  Sess.,  Cal.  Stat.,  ch.  1198. 
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was  leaning  to  that:  "We' 11  just  cut  government  expenses 
right  now  and  rebate  all  the  taxes  and  just  use  up  all  the 
surplus  on  a  one-time  rebate,  and  then  we’ll  just  run 
government  permanently  at  the  lower  amount/’  The  people 
voted  for  that. 

Were  there  thoughts  that  after  a  few  years,  the  people  would 
change  their  mind  about  13? 

That  was  Nevins’s  theory,  that  they  voted  for  it,  why  not 
give  them  what  they  voted  for?  Well,  cooler  heads  prevailed, 
let’s  just  put  it  that  way.  We  ameliorated  the  effects  of 
the  tax  reduction  and,  I  think,  poltically,  looking 
backwards,  that  was  obviously  the  right  way  to  go  because  the 
people  would  have  felt  we  were  doing  funny  things  to  them  if 
we  had  really  ’’cold  turkeyed”  them  and  given  them  a  rebate 
and  had  the  new  level  of  government  right  off.  I  don’t  think 
that  would  have  made  any  sense  politically,  although, 
intellectually  it  sounded  like  a  great  thing.  So  we  didn’t 
do  that,  although  some  Proposition  13  proponents  spoke 
against  that;  they  did.  They  thought  we  should  rebate  it. 
They  were  willing,  also,  to  risk  .  .  . 

They  just  thought  there  was  too  much  government.  There  are 
always  a  bunch  of  people  out  there  that  think  there’s  too 
much  government.  We’ve  had  that  from  day  one;  the  day  we 
started  the  country,  we  had  that.  But  I  don’t  think  it  had 


any  major  support . 
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Finally,  another  action  the  legislature  took  in  1978, 
doubling  the  tax  credits  on  the  income  tax  that  would  also  be 
seen  as  a  reaction  to  the  discovery  of  this  surplus?^ 

Right. 

Aside  from  the  Nevins  "cold  turkey"  view,  did  the  state  board 
in  any  way  comment  or  take  any  position  on  these  various 
measures?  I  realize  they  dealt  with  income  tax  and  general 
fund,  mostly. 

We  did  not.  Those  are  legislative  reactions. 

I’d  like  to  talk  about  what  strikes  me,  in  principle,  as  the 
impact  that  Proposition  13  had  on  all  of  the  preceding 
property  tax  policies.  In  essence,  did  it  not  just  about 
completely  undo  A.B.  80? 

An  awful  lot  of  it.  I  think  if  we  hadn’t  A.B.  80  that  the 
base  that  was  used  for  Proposition  13  would  have  been  grossly 
defective.  As  it  was,  a  lot  of  counties  had  relatively 
up-to-date  property  tax  bases.  There  were  a  f€?w  counties 
that  didn’t,  San  Luis  Obispo  being  one.  But  in  most 
counties,  the  roll  was  reasonably  current  and  reasonably  in 
equalization  to  the  different  kinds  of  property — industrial, 
commercial,  residential.  There  was  some  kind  of  balance,  and 
this  had  been  brought  about  by  the  passage  of  A.B.  80.  If  we 


1.  A.B.  1151,  1979  Reg.  Sess.,  Cal.  Stat. ,  ch.  1207. 
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hadn’t  had  it,  this  measure  would  have  exacerbated  the 
in equal ities  and  even  worse.  I  mean,  some  people  would  have 
been  paying  practically  no  taxes  and  have  very  valuable 
property  for  the  sole  reason  that  they  were  underassessed. 
This  did  happen  in  San  Luis  Obispo  County,  there’s  no 
question  about  that.  This  is  a  county  where,  at  that  time, 
the  nuclear  plant  was  under  construction,  and  the  value  of 
that  plant  about  equalled  all  the  other  value  in  the  county. 
That’s  the  way  the  assessor  had  it.  Half  the  county  revenue 
came  from  the  miclear  plant,  and  he  was  able  to  keep  raising 
its  value.  One  of  the  things  that  was  before  the  board 
before  13  was  an  equalization  order  against  San  Luis  Obispo 
County.  I  couldn’t  get  a  majority  on  that.  I  had  one  vote 
the  whole  time  besides  mine.  But  Bennett  went  with  Reilly  on 
that  one.  That  was  in  Reilly’s  district  at  the  time,  and  he 
didn’t  want  to  issue  the  order.  In  other  words,  there  was  a 
real  conflict  in  the  county  of  San  Luis  Obispo  about  what 
people  wanted  the  board  to  do.  The  assessor  was  the  one  that 
got  to  Reilly  on  that  but  the  board  of  supervisors  really 
wanted  the  board  to  put  the  equalization  order  in  and  raise 
the  values.  Then,  they  felt,  after  that  they  could  blame  the 
board  and  then  get  the  roll  cleaned  up.  The  board  of 
supervisors’  position  never  really  got  to  the  Board  of 
Equalization.  I  made  a  lot  of  phone  calls  and  I  could  never 
really  smoke  it  out.  I  got  it  secondhand  through  some  staff 
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people.  I  was  trying  to  find  out,  was  there  any  real  support 
for  this  position?  There  really  wasn’t,  so  the  order  was 
never  given.  So  when  we  went  into  13,  it  was  the  nuclear 
plant  that  was  assessed  by  the  board  that  was  carrying  the 
property  tax  load  in  that  county.  That  county’s  had  so  much 
growth  since  then  that  I’m  sure  that  a  lot  of  this 
hocus-pocus  has  gone  by  the  way  and  no  one  even  noticed  it. 
But  the  thing  that  strikes  me  is  that  for  years  the  board  had 
been  trying  to  make  taxation  more  fair,  more  equal,  and  then 
comes  Jarvis,  and  equalization  went  totally  by  the  board. 

It  was  hard  on  me.  It  sort  of  undid  what  I  considered  my 
life’s  work  on  the  board  to  a  very  substantial  degree, 
there’s  no  question  about  that. 

Was  there  an  effort  after  the  passage  of  13  by  the  board  to 
make  this  statement  of  principle? 

No.  We  realized  that  Proposition  13  was  so  popular  with  the 
people.  I  think  if  it  had  been  voted  on  again  two  months 
later,  it  probably  would  have  got  90  percent  of  the  vote.  I 
talked  to  a  lot  of  business  people  after  13  who  voted  against 
it  who  said,  "Gee,  I  think  it’s  great."  So  it  became  more 
popular  rather  than  less  popular.  I  think  the  surplus  thing 
was  a  big  reason.  That  meant  that  here  you  had  all  this 
money  out  there  and  you  didn’t  have  to  have  taxes  anymore. 

Did  the  belated  discovery  of  this  surplus  also  tend  to 
increase  the  public’s  distrust  of  government  or,  at  least, 


the  Brown  administration. 
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It  certainly  did.  That’s  why  I  thought  that  Evelle  Younger 
would  be  elected  governor.  Evelle  had  to  be  an  artist  not  to 
get  elected,  and  he  was  such  an  artist  and  didn’t  get 
elected.  T  think  my  comment  on  that  is  that  he  took 
absolutely  no  part  in  the  effort  to  make  Proposition  13 
effective.  I  think  he  had  actually  campaigned  against  it. 

Not  very  seriously,  but  he  hadn’t  supported  it.  Then,  he 
left  the  state  on  a  vacation  in  June,  when  Brown  and  the 
legislators  were  working  like  tigers  to  put  this  thing  in 
place,  leaving  no  words  of  wisdom.  T  think  he  thought  that 
they  would  all  fall  on  their  heads.  If  you  recall,  the 
legislature  went  home  in  June  with  their  budget  in  place  and 
their  plan  on  how  they  were  going  to  do  all  this  stuff. 

Brown  went  on  television,  and  my  understanding  was  that  he 
had  a  couple  of  little  pieces  of  paper  in  his  hand  and  he  had 
a  little  exhibit  on  the  wall  that  somebody  had  made.  That 
was  all  the  preparation  there  was.  He  went  on  television. 
This  is  where  you  can  show  where  high  intelligence  pays  of. 

A  190  IQ  has  a  real  value  at  times.  He  gave  such  a  masterful 
description  of  what  he  had  done  to  put  Proposition  13  in 
place  that  I  think  from  that  day  on  Evelle  Younger  was  out  of 
it.  He  played  no  role  in  it  whereas  Jerry  can  point  to  his 
role.  I  remember  I  watched  that  show.  I  was  dumbfounded  how 
well  Jerry  handled  himself  because  Jerry  knew  his  political 


life  was  at  stake  and  he  was  doing  his  job  as  governor,  and 
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when  you  get  that  combination,  you’ve  got  to  do  good;  he 
did.  I  think  that  somebody  who  wants  to  see  what  a  tour  de 
force  in  government  is  should  replay  that  TV  [program] , 
because  that’s  something.  That’s  somebody  who  knew  what  he 
was  doing,  doing  it* 

Do  you  reca] 1  the  date  that  he  gave  that? 

Like  June  30,  maybe  July  1,  because  the  legislature  had  gone 
home,  so  it  must  have  been  on  July  1.  It  was  a  Friday  night 
or  something  like  that.  I  remember  it*  Everybody  had  been 
up  all  night.  He  went  on,  as  I  remember,  about  5  o’clock  in 
the  afternoon.  It  was  prime  time.  My  understanding  [is],  he 
had  no  staff  work,  none  of  this  business  where  you  have  it 
all  prepared.  He  knew  how  much  time  he  had  and  he  had  enough 
self-discipline.  When  Jerry  wanted  to  be  self-disciplined, 
he  could  do  all  that.  You  don’t  have  to  worry  about  that. 

We  could  never  get  him  tuned  in;  that  was  the  problem. 
[Laughter]  That  has  to  be  one  of  the  great  staged  television 
performances  in  the  history  of  the  state,  and  there  will  be  a 
long  time  before  there  will  be  another  one  like  that. 

In  fact,  as  you  mentioned,  the  1978  election  was  rather 
strange  in  many  respects,  considering  what  the  Republicans  or 
conservative  forces  in  general  might  have  made.  Now,  you 
were  reelected,  you  said,  without  opposition.  Do  you  feel 
Proposition  13  played  any  role  in  Dronenburg’s  victory  over 


Sankey? 
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To  some  degree,  yes.  Sankey  was  a  hopeless  candidate  for  the 
office.  She  was  the  mistress,  as  it  now  turns  out,  of  Jim 
Mills,  the  pro  tempore  leader  of  the  senate. 

Was  that  widely  known  then  or  even  now? 

It  wasn’t  widely  known  at  that  time.  I  didn’t  know  it  and  I 
got  to  know  her  very  well.  But  apparently  it  was  known  by 
the  governor  and  by  the  close  leadership  of  the  senate;  they 
knew  about  it  and  brought  about  this  constitutional  amendment 
where  the  senate  had  to  approve  the  people  that  got  appointed 
to  constitutional  offices.^ 

Oh.  As  a  direct  result  of  this  case? 

That’s  a  direct  result.  I  mean,  Deukmejian  can  thank  Iris 
Sankey  and  Jim  Mills  for  his  problems  with  his  treasurer 
appointment.  Before  that,  you  didn’t  get  them  confirmed  by 
the  senate.  She  was  not  qualified  for  the  job.  She  was  a 
very  nice  person,  and  we  needed  somebody  like  her  on  the 
board  on  a  personality  basis  because  we  were  fighting  so  much 
with  each  other.  She  provided  a  neutral,  pleasant  atmosphere 
that  helped  the  board  get  its  work  done  better  after  she  got 
in.  Her  role  in  doing  that  was  very  important.  But  she  was 
not  able  to  organize  a  campaign  that  amounted  to  anything. 


1.  A.C.A.  94,  1975-1976  Reg.  Sess.,  Cal.  Stat.  r.  ch.  58  was 
approved  by  Proposition  9,  November  1976,  by  a  vote  of  4.4  million  to 
2.68  million. 
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She  didn’t  really  understand  what  was  necessary  in  a  district 
that  was,  essentially,  a  Republican  district.  I  was  almost 
handed  that  district  and  I  had  to  work  like  a  tiger  to  get 
out.  We  didn’t  go  through  the  reapportionment  bills,  but  I 
ended  up  with  the  absolute  power,  after  a  lot  of  pushing  and 
shoving,  to  reapportion  my  own  district.  Now,  get  that  word, 
"absolute  power." 

Was  this  referring  to  the  first  reapportionment  in  1971? 

And  the  second  one. 

The  one  in  1983? 

You  bet.  I  got  in  a  position  because  I  had  a  person  in  the 
right  place  who  finally  came  to  my  rescue.  We  pulled  it  out 
in  a  two-day  period,  and  I  ended  up  with  a  Democratic 
district.  But  the  other  board  members  had  a  district  where  I 
would  have  had  a  district  substantially  like  Mrs.  Sankey’s. 

I  would  have  had  to  move  to  Orange  County  and  look  like  a 
Republican  for  the  rest  of  my  life.  It  was  not  my  idea  of  a 
good  time.  I  would  have  to  move  from  the  house  we’re  in 
now.  I  really  didn’t  want  to  do  that.  So  I  campaigned  to 
have  a  Democratic  district  made  in  southern  California  and  I 
won.  We  would  have  had  to  divide  L.A.  up  into  three 
districts,  and  it  would  have  looked  awful  on  the  map.  The 
way  we  did  it,  it  looked  good  on  the  map,  we  thought. 
[Laughter]  You  asked  me  about,  could  she  have  been 
reelected?  Proposition  13  didn’t  help  her,  but  she  probably 
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wouldn’t  have  been  reelected  anyway  because  the  district  was 
so  vulnerable  and  the  Republicans  recognized  that.  They  had 
a  wild  primary.  Dronenburg  was  not  the  choice  of  the 
Republican  regulars.  They  had  an  airline  pilot  whose  eyes 
were  failing  as  the  candidate  from  Orange  County.  He  had 
been  on  the  assessment  appeals  board  there.  He,  apparently, 
was  one  of  these  people  who  thought  they  were  going  to  take 
care  of  my  campaign  for  me,  so  I  won’t  campaign.  Dronenburg 
had  nothing  to  lose  by  campaigning,  and  he  was  a  board 
employee. 

I  was  going  to  say,  was  he  not  the  first  board  staff  employee 
to  ever  become  a  member? 

He  was  an  auditor  3,  not  a  very  good  one,  I’m  sorry  to 
report.  He  had  misused  his  time  on  the  board.  That  is,  he 
had  misused  the  board’s  time  building  a  house  for  himself  and 
was  in  the  doghouse  with  the  leadership  of  the  office  down 
there  in  San  Diego  where  he  worked.  The  way  he  won  is,  he 
went  out  and  got  Tulare,  Fresno,  and  Kern  counties,  the 
women’s  Republican  clubs  there,  to  support  him.  Apparently, 
what  happened  is,  he  won  those  counties  by  enough  to  offset 
his  loss  in  Orange  Coitnty  and  some  of  the  other  counties  in 
southern  California.  Keeping  in  mind  that  there  were  at 
least  four  candidates.  He  nudged  out  this  fellow. 

But  he  wasn’t  a  conspicuous  Prop.  13-oriented  candidate. 

I  think  he  had  supported  13,  but  he  didn’t  have  a  big  enough 
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campaign  where  you  could  see  it.  It  didn’t  have  anything  to 
do  with  the  passage  of  13, 

You’ve  already  answered,  to  some  extent,  my  next  question  but 
I’m  going  to  tie  it  in  with  a  court  case.  The  State  Board  of 
Equalization  did  not,  in  the  wake  of  the  victory  of  13, 
suggest  to  Brown  or  the  attorney  general  or  anyone  else  that 
you  might  delay  or  try  to  nullify  that  proposition? 

No  way.  Let’s  go  back  to  the  foundation  of  the  thing.  The 
states  have  virtually  absolute  power  to  levy  taxes.  They 
derive  this  from  the  power  the  king  of  England  and  the 
parliament  of  England  had.  You  look  at  the  constitution, 
you’ll  see  that  those  powers  reside  there.  When  it  became  a 
part  of  the  United  States,  the  state  gave  up  these  inherent 
powers.  You  gain  something,  you  give  up  something — foreign 
affairs,  money,  right  to  raise  an  army.  But  on  taxing  power, 
the  states  retain  the  absolute  power  to  raise  taxes. 

Remember  that,  absolute  power.  Then,  you  have  the  federal 
restrictions  on  taxation  that  were  brought  about  by  the 
courts  of  the  United  States,  and  they  were  primarily  in  the 
area  of  domestic  and  foreign  commerce.  You  can’t  levy  a  tax 
that  doesn’t  fall  on  your  people  and  just  on  commerce  between 
the  states.  That  was  one  of  the  first  major  John  Marshall 
decisions.  You  can’t  levy  a  tax  that’s  forbidden  by  a  treaty 
because  a  treaty  is  the  supreme  law  of  the  land.  After 
you’ve  gotten  through  those  minor  restrictions,  you  can  get 


anything  you  want.  The  U.S.  Supreme  Court  has  had  very  few 


decisions  involving  property  taxes.  The  major  ones  involve 
railroads  and,  generally  speaking,  if  the  state  had  a 
rational  scheme  for  taxing  railroads  and  didn’t  tax  their 
property  outside  their  state,  then  the  courts  have  upheld 
that.  There  are  a  number  of  cases  on  that  issue.  Those  are 
virtually  the  only  property  tax  cases  there  are  in  the  United 
States  Supreme  Court  and,  of  course,  we  were  very  much  aware 
of  that.  There  are  no  major  cases  to  this  day  involving  the 
issue  of  whether  you  had  value  A  on  property  B  that  was 
identical  to  A,  but  A  paid  less  tax. 

de  GRAAF:  In  other  words,  the  supreme  court  has  never  had  an 

equalization  case? 

NEVINS:  Never  had  an  equalization  case.  Now,  it  has  the  one  on  West 

Virginia  right  now. ^  The  interesting  thing  about  that  one  is 
that  that  was  administrative.  There’s  no  statute  that  put 
the  West  Virginia  assessor  into  that  position;  he  just  did 
it.  In  other  words,  when  the  new  coal  mine  would  come  in,  he 
put  the  new  value  on  it  but  the  old  coal  mine  he  didn’t 
change.  So  that  is  not  a  statutory  scheme.  In  California, 
you  have  a  statutory  scheme  and  it’s  voted  in  by  two-thirds 
of  the  people.  So  the  United  States  Supreme  Court  is  going 


1.  Allegheny  Pittsburg  Coal  Company  v.  Webster  County,  West 
Virginia,  102  LEd  2d  472  (1989). 
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to  have  a  hard  time  trying  to  find  a  provision  of  the  United 
States  Constitution  that  says  you  can’t  do  that.  They’re 
going*  to  go  in,  I  presume,  on  the  basis  of  equal  protection; 
that  would  be  the  main  one  to  use  on  Proposition  13. 

de  GRAAF:  That’s  what  I  want  to  get  to  because  there  was,  as  you 

recall,  one  effort  to  take  that  position  against  13,  and  that 
was  the  Amador  Valley  Joint  Union  High  School  District  versus 
your  State  Board  of  Equalization  case, ^  It  must  have  come  up 
just  a  few  weeks  or  a  month  or  so  afterwards. 

NEVINS:  I  felt  that  the  court  should  have  acted  much  faster.  Let’s 

keep  in  mind,  the  court  knew  enough  of  the  law  so  they  didn’t 
have  to  have  all  this  crap.  I  don’t  think  the  decision  came 
out  until  September.  If  I  had  been  the  chief  justice,  I 
would  have  called  up  the  attorney  general  of  California  on 
the  phone.  I  would  say,  "Send  your  briefs  in  and  get  them 
here  in  a  week  so  we  can  rule  on  the  constitutionality  of 
this,  and  we  can  do  it  without  a  case.”  They  can  have  the 
attorney  general  bring  the  action  and  they  can  rule  on  it. 
They  can  do  lots  of  stuff  they  don’t  do.  But  this  is  one 
where  they  should  have  just  ruled  on  it.  Obviously,  it  was 


1.  22  Cal  3d  208  (1978).  This  case  challenged  the 
constitutionality  of  Proposition  13  on  the  grounds  that  reassessment  upon 
change  of  ownership  would  create  disparities  in  tax  burdens  for  identical 
property  and  then  would  deny  some  persons  equal  protection  of  the  law. 

The  [California]  State  Supreme  Court  rejected  the  argument  and  thus 
upheld  the  constitutionality  of  Proposition  13. 
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constitutional.  There  wasn’t  any  question  in  my  mind  about 
that.  None  of  our  lawyers  felt  it  was  unconstitutional. 
That’s  what  I  wanted  to  get  to  because  Rose  Bird  argued 
otherwise. 

Rose  Bird  went  out  of  her  way,  and  I  don’t  see  why  she  did 
that.  There  was  not  much  there  to  take  that  position  with. 
She  could  have  said  it  created  this  unequal  thing,  but 
there’s  nothing  in  the  law  that  says  the  state  can’t  do  it. 
We,  essentially,  have  to  turn  to  the  U.S.  Constitution. 
Because  I  was  surprised  that,  apparently,  she  was  all  by 
herself  in  taking  the  view  that  the  inequity  of  assessed 
value  [between  pre-1975  and  post- 1975  ownership]  was 
unconstitutional . 

That  didn’t  help  her  in  her  later  elections,  but  I  don’t 
think  it  had  great  effect  at  the  time.  There  were  people  who 
surmised  about  the  equal  protection  thing,  there  were  some 
federal  provisions  that  would  knock  it  out.  There’s  nothing 
there.  There  are  no  cases  in  the  federal  courts  that  deal 
with  this  issue  at  all  in  the  way  that  you’re  talking  about. 
There  just  aren’t  any. 

I  was  curious.  Just  for  the  record,  I’d  like  to  follow 
through.  Did  either  the  attorney  general  or  anybody  else  get 
in  contact  with  the  board  and  ask  your  opinion  on  the 


NEVINS: 


legality  of  13  if  it  passed? 

Let’s  try  to  discuss  how  the  attorney  general  works  with  the 
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board.  The  board,  as  you  know,  has  a  staff  of  its  own 
lawyers.  What  happens  normally  is  that  somebody  sues  the 
board,  and  then  we’re  defended  by  the  attorney  general.  The 
facts  are  that  we  prepare  the  case  for  the  attorney  general 
and  hand  it  to  their  attorney.  At  that  particular  time, 
there  were  one  or  two  attorneys  with  the  attorney  general’s 
office  that  we  had  dealt  with  continuously  on  property  tax 
litigation.  The? re  have  been  lots  of  property  tax  cases,  not 
of  the  magnitude  of  this  one.  So  we  had  a  good  working 
relationship  with  the  attorney  general,  and  we  already  worked 
on  these  briefs.  Tf  the  chief  justice  had  ordered  the 
attorney  general  into  the  court  with  his  briefs  on  why  she 
shouldn’t  uphold  this  law,  she  knew  that  he  already  had  all 
this  stuff  from  us.  That’s  the  way  it  works.  She  had  been 
in  the  government;  she  knew  how  it  worked.  You  don’t  have  to 
sit  around  and  tell  these  people  how  it  works.  You  guys  all 
know  Stanley  Mosk.  He  was  the  attorney  general  of 
California;  he  was  a  superior  court  judge.  They  know  all 
this  stuff.  They  can  move  just  like  that  if  they  want  to.  I 
think  the  public  welfare  demanded  a  rapid  decision  by  the 
court  that  this  was  a  valid  measure  and  that  government 
should  proceed  under  it  and  there  shouldn’t  be  any  doubt  in 
anybody’s  mind  that  we  weren’t  going  to  go  ahead  on  it.  By 
not  acting  quickly,  they  gave  somebody  the  thought,  well, 
we’re  not  going  to  go  ahead.  But  I  think  most  legislators, 
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certainly  the  governor,  knew  it  was  legal  and  there  wasn’t 
any  problem.  I  don’t  think  anybody  could  visualize  how  the 
court  could  act  to  invalidate  it.  And  the  same  thing  applies 
to  [Proposition]  103,  so  don’t  worry  about  it.  It’s  a  valid 
measure. 

But  look  at  how  long  this  has  been  hung  up.  I  mean,  the 
insurance  companies  are  raising  [rates]. 

Well,  the  court  shouldn’t  delay  it.  Then  it  starts  to  become 
the  government  and  the  court  isn’t  equipped  to  be  the 
government . 

I  really  did  not  want  to  get  into  insurance  but  just  using 
103  as  a  parallel,  I  wonder  why  Rose  Bird  was,  in  effect,  all 
by  herself. 

I  think  Rose  was  in  error.  I  think  she  opposed  it 
emotionally  and  was  hoping  in  her  own  mind  to  find  somebody 
that  would  come  along  and  say  that  it’s  unconstitutional. 

But  it  just  wasn’t  there. 

All  of  your  legal  staff  and  the  attorney  general’s  all  felt 
that  .  .  . 

There  was  nothing  in  it  that  a  state  couldn’t  do. 
Historically,  you  could  do  things  like  this.  Nobody’s  ever 
actually  done  it,  but  other  states  had  rate  limitations. 
There’s  nothing  new  about  that.  Oregon,  Washington,  lots  of 
states  have  rate  limitations.  Already  there  were  in 
California.  ...  You  were  talking  about  open  space.  There 
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were  lots  of  special  assessment  provisions  in  counties,  and 
lots  of  states  have  those*  Nothing  new  about  them;  that’s 
not  a  new  thing. 

So  in  other  words,  there  was  a  precedent  for  unequitable 
assessment. 

Oh,  yes.  Sure. 

The;  last  shot  I’ll  take  at  this,  though,  comes  from  your  own 
1978-1979  annual  report.  This  graph  was  put  out  to  show  how 
four  different  houses  which  pre-13  had  all  been  of  identical 
value  could,  right  after  Proposition  13,  have  a  2  [to  1]  or  3 
to  1  difference  in  appraisal.  It  suggests  that  the  board 
already  was  very  concerned  about  the  potential  for  unequal 
assessment. 

Yes,  it  was. 

And  yet,  this  concern  never  translated  into  any  effort  to  try 
to  declare  that  part  of  Prop.  13  unconstitutional  or 
challenge  it  from  a  legal  standpoint. 

It  wasn’t  unconstitutional.  There’s  nothing  new  about  that. 

I  told  you  that  we  already  had  open  space,  golf  courses, 
charitable  property.  There’s  a  lot  of  dramatic  differences 
in  the  way  different  kinds  of  property  are  assessed. 
Exemptions  can  be  made,  and  when  you  exempt  it,  you  don’t  tax 
it  at  all.  Our  own  constitution  permitted  the  legislature  to 
tax  personal  property  any  way  it  chose,  so  it  could  exempt  it 
or  tax  it  or  double  tax  it  or  anything  it  wanted  to  do. 

We’re  talking  about  personal  property. 
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I  guess  I’m  just  puzzled  about  why  your  annual  report  would 
so  graphically  portray  the  potential  for  inequality. 

We  were  trying  to  show  people  what  the  problem  was  and  that 
this  could  happen  rather  rapidly,  and  it  did.  But  people 
accepted  that,  so  that  was  that.  We  had  done  our  thing. 

There  was  another  aspect  you  wanted  to  bring  up,  assessors’ 
letters. 

I  don’t  know  whether  that  shows  in  our  annual  reports,  but 
over  a  period  of  maybe  four  or  five  years,  the  board  issued 
about  200,  maybe  more,  letters  to  the  assessors.  What  the 
purpose  of  these  was,  they  almost  were  regulations  the  way 
they  were  issued,  not  quite.  What  we  were  trying  to  do  is  to 
make  the  application  of  Proposition  13  uniform  throughout  the 
state.  So  what  our  staff  did  was,  they  went  around  to  a  lot 
of  the  different  assessors’  offices  and  found  out  how 
assessors  were  meeting  specific  problems.  If  it  seemed  Like 
a  good  scheme,  then  they  wrote  up  this  letter  which  was  sent 
to  all  the  other  assessors  so  that  they  could  make  use  of 
this  system.  Thus  we  didn’t  have  this  business  where  some 
people  had  good  ideas  and  they  just  hid  in  one  of  the 
fifty-eight  counties  and  didn’t  get  to  the  others.  When 
there  were  interpretative  problems,  we  tried  to  get  these 
out.  We  tried  not  to  use  a  regulatory  process  for  this 
because  it’s  so  slow.  Here  these  people  had  to  get  these 
rolls  out  in  a  hurry,  and  we  wanted  them  to  do  the  best  job 
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they  could.  We  didn’t  want  to  have  people  stumble  any  more 
than  was  absolutely  necessary.  We  didn’t  want  to  get  in  the 
position  where,  if  you  owned  property  in  two  or  three 
counties,  you  had  a  totally  different  method  of  handling  the 
problem  in  county  A  as  opposed  to  county  B  because  we  were 
the  Board  of  Equalization  and  our  function  is  to  try  to  make 
things  uniform.  I  think  that  part  of  our  program  was  very 
successful.  I  think  the  assessors  liked  it.  I  think  the 
people  who  practiced  property  tax  law  liked  them.  And  the 
legislature  generally  supported  those  until  we  get  down  to 
this  goddamn  Office  of  Administrative  Law  that  Leo  McCarthy 
fathered.  I  met  with  him  with  my  staff  and  said,  ”We  want  an 
exception  from  this  administrative  law  that  you’re  passing  so 
that  we  can  keep  on  doing  this.tf 

What,  exactly,  was  the  background  of  this  law  now? 

I  don’t  know  how  much  administrative  law  you’re  interested 
in,  but  it’s  kind  of  a  rat’s  nest.  What  had  happened  was 
that  a  lot  of  departments  had  issued  regulations  over  the 
years,  and  their  hearing  procedures  weren’t  terribly 
effective.  The  regulation  would  come  into  being  iisually 
based  on  some  statutory  provision.  But  it  was  unhandy;  it 
was  a  bureaucrat’s  idea  of  how  something  ought  to  be  done. 
Well,  it  turned  out  that  they  were  all  over  the  place.  You 
recall,  the  legislature  was  very  active  in  the  sixties  and 
seventies  and  passed  all  kinds  of  legislation,  in  the 
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environmental  field,  particularly.  Then  these  departments 
got  tremendous  power  to  issue  regulations  to  implement  the 
thing*.  The  Coastal  Zone  Commission,  particularly,  had 
tremendous  power  on  regulations.  People  got  fed  up  with  it. 
So  the  people  who  were  opposed  to  regulations  got  on  this 
thing  where  we  would  have  a  central  organization  in  the  state 
that  would  control  all  regulations.  It  would  act  as  a 
spigot;  you  can  turn  it  off.  [Leo  T, ]  McCarthy  got  into  that 
one.  He  also  supported  the  [1979]  Gann  initiative.  These 
were  things  theit  I  both  thought  were  dogs.  That’s  why  I 
didn’t  support  him  [McCarthy]  for  senate  this  last  time 
around.  I  went  with  my  staff  and  we  explained  what  we  were 
doing  and  why  we  wanted  the  exception,  that  it  would  make  it 
very  difficult.  In  effect,  this  law — I’ve  forgotten  the 
title — Administrative  Procedures  Act,  I  guess. ^ 

It  was  passed  before  Prop.  13? 

No,  it  was  passed  four  or  five  years  after.  It  was  in  the 
last  year  McCarthy  was  in  the  assembly;  it  was  one  of  the 
final  things  he  did  before  he  ran  for  lieutenant  governor. 

He  got  into  this  movement  which  had  a  lot  of  business 
support.  We  went  to  him  and  said,  "If  you  pass  this  thing, 
we  won’t  be  able  to  issue  these  letters  to  the  assessors 


1.  A.B.  2820,  1981-1982  Reg.  Sess.,  Cal.  Stat.,  ch.  1573. 
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because,  in  effect,  you  define  those  as  regulations.”  That’s 
what  the  bill  does,  it  makes  regulations  out  of  them.  We’re 
a  constitutional  agency,  and  no  one’s  claimed  that  we  have 
issued  regulations  that  are  stupid.  Our  regulations  don’t 
tell  people  what  they  do;  they  tell  people  how  to  comply  with 
the  tax  laws  that  the  courts,  the  legislature,  and  the 
federal  constitution  together  bring  about.  If  you  don’t  have 
a  regulation,  you’ve  got  to  do  all  this  work  every  time 
yourself  when  you’re  trying  to  find  out  what  you’re  going  to 
do.  Not  everybody  out  there  that  runs  a  business  is  a 
lawyer,  and  we  want  to  be  able  to  make  it  easy  for  them.  We 
also  pointed  out  the  assessors’  handbooks  looked  suspiciously 
like  regulations  because  they  talked  about  the  law;  they 
recommended  a  course  of  action  which  an  assessor  isn’t 
legally  required  to  do,  but  they  have  what  the  courts  would 
call  ’’great  weight.”  If  the  assessor  doesn’t  follow  them,  he 
better  have  a  good  reason.  We  pointed  these  out,  that  these 
would  then  have  to  be  adopted  like  a  regulation.  McCarthy 
just  didn’t  pay  any  attention  to  us,  that’s  all,  so  we  were 
not  excepted  and  the  law  was  not  changed.  So  what’s  happened 
since  that  time  is  that  we’ve  kept  on  issuing  regulations  and 
gone  through  all  that  stuff  but  a  lot  of  it  is  just  sort  of 
office  policy,  the  very  thing  you  don’t  want  to  have  happen, 
to  have  a  whole  lot  of  things  office  policy, 
de  GRAAF:  "Office  policy”  in  the  sense  that  they  don’t  have  the  full 


force  of  law? 
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[End  Tape  9 
[Begin  Tape 
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Where  you  just  go  ahead  and  do  it,  and  if  someone  doesn’t 
like  it,  he  sues  you;  that’s  the  remedy.  Here  we  are  talking 
about  how  we  don’t  want  all  this  litigation  and  you  want 
people  to  feel  the  government  is  fair  and  more  open.  Well, 
when  it  gets  to  be  so  clumsy  to  issue  a  regulation,  then  you 
tend  not  to  issue  any  regulations.  You  tend  just  to  do  it. 
Was  the  essence  of  this  Administrative  Procedures  Act  that 
once  the  State  Board  of  Equalization  had  come  to  a  conclusion 
on  regulation,  that  regulation  then  had  to  go  through  this 
Office  of  Administrative  Law? 

Oh,  yes.  That  is  the  procedure. 

It  would  be  subject  to  what? 

What  happens  is  they  [OAL]  take  your  regulation — say  you’ve 
gone  through  all  the  correct  procedures,  i.e.,  hearings,  you 
had  a  statutory  basis,  you’ve  shown  a  reason  why  you  had  to 
have  it,  and  that  there  was  some  public  support  for  it — then 
they  look  at  it  and  ask,  "Is  it  necessary?  Do  you  need 
regulation  in  this  area?" 

Side  B] 

10,  Side  A] 

You  were  saying  that  this  new  Office  of  Administrative  Law 
greatly  complicated  your  work. 

Yes.  First,  you  can  forget  about  emergency  regulation.  It 
would  take  about.  .  .  .  Three  months  would  be  about  the 


minimal  time  you  could  make  a  regulation.  Let’s  say  you  had 
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a  sudden  need  for  it.  Going  through  all  the  process  you  had, 
the  first  time  you  could  hope  to  have?  a  regulation  in  place 
would  be  three  months  but,  typically,  more  like  six  or  seven 
months.  So  that  you  would  go  a  long  period  of  time  without 
any  way  of  informing  the  public  what  your  official  position 
was,  and  it  had  been  approved  and  the  courts  are  supposed  to 
take  notice  of  it  and  all  that.  That  was  really  the  bad 
thing  about  this  Office  of  Administrative  Law.  It 
furthermore,  in  effect,  knocked  out  our  ability  to  write 
letters  to  the  assessors  and  put  out  assessors’  handbooks.  I 
don’t  know  what  we  did  about  handbooks,  I  think  we  just 
issued  them  and  hoped  that  nobody  noticed.  Now,  what 
happened  on  the  Office  of  Administrative  Law  was  really  sort 
of  weird.  If  you  went  through  the  regulatory  process,  you 
got  all  the  flak  from  them  and  all  that  kind  of  stuff.  But 
on  the  other  side,  if  you  just  went  ahead  and,  in  effect, 
made  some  of  your  regulations  and  you  didn’t  go  through  any 
particular  procedure,  they  didn’t  do  anything  about  it. 

That’s  what  has  happened  in  the  state  government.  Thousands 
of  these  policies  are  made;  they’re  not  in  regulatory  form. 
That  seems  to  be  what  people  want  now,  so  that’s  the  way  it’s 
done.  You  get  back  to  lawyers  hei-e.  They  flourish  under 
underground  activities  because  you  become  sort  of  a 
specialist  in  the  Board  of  Eqiiali  zation  or  a  specialist  in 
the  Public  Utilities  Commission  and  you  have  this  advantage 
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of  knowing  about  all  these  policies,  and  nobody  else  does 
because  there’s  no  way  they  can  know  about  them,  right?  I 
objected  to  that  but  I  didn’t  get  anywhere.  But  I’ll  point 

out  that  the  issuing  of  these  letters  was  one  of  the  things 

that  made  the  administration  of  Proposition  13  effective  and 
was  one  of  the  major  efforts  that  we  undertook,  besides 
training  assessors. 

I  want  to  get  into  a  lot  of  administrative  reactions. 

There’s  one  last  shot  I’d  like  to  take,  though,  on  the 
immediate  political  aftermath  of  Proposition  13.  T  see  that 
there  really  wasn’t  much  will  on  the  part  of  the  board  to 

challenge  13  once  it  passed,  but  did  you  get  any 

communications  from  the  state  Democratic  party,  from  the 
national  government,  the  [James  E.]  Carter  administration,  or 
anything  that,  "Hey,  this  could  lead”  as  it  quickly  did — f,to 
a  nationwide  tax  revolt,  and  this  could  have  devastating 
implications  for  all  of  the  things  that  the  Democratic  party 
had  written  into  its  platforms,”  and  so  forth? 

No,  we  really  didn’t.  The  party  isn’t  that  well  organized. 
You  have  a  vision  of  the  party  that  has  no  reality.  No,  we 
did  not  get  that.  I  did  go  to  the  National  Association  of 
Tax  Administration  in  June  after  the  passage  of  13;  it  was  in 
Boston.  I  did  talk  about  it.  But  people  were  sort  of 
shocked . 


de  GRAAF: 


Was  there  any  communication  after  this  between  you  and  your 
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coequals  in  states  like  Massachusetts  and  Michigan,  which 
very  quickly  had  counterparts  to  Prop,  13?  Rid  they  seek 
your  advice  on  .  .  . 

I  don’t  recall.  I,  personally,  didn’t  have  any  to  speak  of. 
Even  though  I  knew  some  of  the  people  in  these  states,  I 
don’t  re?member  them  ever  talking  to  me  about  it.  I  wasn’t  in 
the  tax  reduction  movement.  They’re  the  ones  who  would  have 
gotten  the  communications. 

What  you’re  saying,  in  effect  then,  no  national  antitax 
reduction  movement  sprang  up. 

Not  that  I’m  aware  of  or  I  remember.  I  think  I  would  have 
remembered , 

That  helps  to  give  a  whole  political  setting. 

We  just  had  a  sudden  change  in  American  opinion,  that’s  it. 
And  rather  than  fight  it,  the  prevailing  sensei  was  we  have  to 
go  along  with  it? 

The?  will  of  the  people  has  been  spoken,  so  you  get  out  and  do 
it . 

Now,  I  want  to  get  into  some  of  the  administrative?  reaction 
that  you’ve  already  begun  very  well  by  talking  about 
assessors’  letters.  The?  other  thing  that  seemed  to  be;  a  big 
issue  at  first  was  something  that  you  said  that  Paul  Gann 
clarified.  That  was,  since  the;  new  lien  date  was  1975,  the 
first  thing  you  had  to  do  was  decide  how  much  property  had 
changed  since  then  because  eat’h  year  after  that,  there  had 
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been  far  more  than  the  2  percent  inflation.  Was  that 
initially  at  all  contested  in  court,  whether  you  should 
retroactively  factor  in  that  2  percent  per  year  increase  in 
assessments? 

Let  me  try  to  clarify  what  the  board  and  the  assessors  did 
together.  The  assessors  tried  as  best  they  could  to  put  in 
their  1975  value  on  the  roll.  Some  counties  had  great 
difficulty  even  getting  it,  Orange  County  being  one  of  them. 
They  had  destroyed  their  sales  information,  so  they  could 
take  the  roll  value,  which  is  what  I  favored,  because  it  had 
been  appealed  and  it  was  unappealable.  The  time  to  appeal  it 
had  gone  by  without  the  action  of  13.  The  legislature  and 
the  L.A.  Times  said  you  should  find  the  correct  market  value 
and  put  that  on  in  1975.  The  county  of  Orange  didn’t  have 
that.  What  I  felt  is  that,  if  you  went  back  and  tried  to  put 
on  a  value  that  you  hadn’t  had  in  1975,  then  the  people  would 
have  a  right  to  appeal  that  value  to  the  Assessment  Appeals 
Board.  But  what  did  they  do  about  it?  I’m  not  sure  I  can 
give  you  a  precise  description  to  take.  But  most  counties 
tried  to  fumble  around,  find  a  value  for  1975,  put  it  on,  and 
shave  it  downward  a  little  bit.  That’s,  essentially,  what 
they  did.  L.A.  County  was  one  the  counties  that  had  the 
four- year  cycle,  which  was  definitely  in  place  in  1975. 

Every  single  piece  of  property  was  reassessed  at  least  once 


every  four  years? 
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That  was  the  policy  in  L.A.  County,  speaking  loosely.  They 
were?  working  towards  a  system  where  they  were  going  to 
reappraise  every  year,  and  they  had  a  lot  of  stuff  in  place 
to  do  it  by  the  time  1978  came  along.  Other  counties  that 
already  had  it  in  place  and  were  using  it  were  Ventura  and 
the  county  of  Orange.  We’re  talking  about  residential 
property,  now.  In  L.A.,  the  question  was,  what  would  you 
have  had  on  in  1975?  The  feeling  in  the  legislature  and  the 
mass  media  was,  you  couldn’t  put  on  the  low  values  that  were 
on  the  rolls  in  1975  if  it  hadn’t  been  reappraised  that 
year.  If  the  county  had  reappraised  the  property  in  1975, 
then  you  would  put  that  value  on  for  sure.  So  we  can  say 
that  roughly  one-quarter  of  all  the  residential  properties  in 
the  state  got  that  value.  If  you  hadn’t  reappraised,  you 
were  supposed  to  try  to  find  out  what  the  market  value  of 
that  property  would  have  been  in  1975  and  put  that  on  the 
roll,  and  that  would  be  the  one  you  would  factor  up. 

That  was  a  heck  of  a  job,  wasn’t  it? 

Don’t  forget,  about  15  percent  of  the  property’s  sold  every 
year,  so  that  you  didn’t  have  to  do  it  on  every  property.  On 
commercial  properties,  things  weren’t  quite  that  bad,  so  that 
they  were  able  to  get  to  it.  But  in  the  county  of  Orange, 
aside  from  the  roll  values,  they  had  thrown  out  all  the  sales 
material  because  they  had  so  much  that  they  just  used  the 
current  stuff.  So  I  had  to  tell  people  in  Orange  County,  "If 
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you’re  going  to  appeal  the  value,  you’re  not  going  to  get  it 
from  the  assessor’s  office  because  he  doesn’t  have  it. 

You’ll  have  to  go  to  your  realty  board  and  try  to  get  those 
little  books  they  have,  multiple  listing  books,  and  get  it 
out  of  that  because  they  have  it.  If  you  take  it  down  to 
your  Assessment  Appeals  Board,  they’ll  listen  to  it,  and  if 
you  deserve  a  reduction  based  on  the  information  in  that, 
they’ll  give  it  to  you,  and  the  assessor  will  probably  go 
along  with  it.  But  you’ve  got  to  show  them  the  stuff.”  In 
L.A.  County,  they  really  had  awfully  low  values.  My  house 
here  at  that  time,  1978,  was  probably  worth  a  few  hundred 
thousand  dollars,  maybe  not  quite  that  much.  He  [Alexander 
Pope]  put  on  some  value  like  $80,000,  so  that  on  the  2 
percent  basis,  before  I  started  my  remodeling,  I  was  up 
pretty  close  to  $100,000.  Incidentally,  it’s  2  percent 
compounded,  remember  that.  That’s  the  way  thei  thing  was 
written  too,  by  the  way.  Nobody  ever  contested  that.  I 
don’t  think  people  understand  what  compounding  really  does. 

So  that  kept  people’s  feelings  from  getting  out  of  hand 
and  going  to  the  appeals  board,  even  though  they  had  a 
massive  number  of  assessment  appeals  in  L.A.  County.  They 
had  40,000  or  something.  There  were  about  100,000  assessment 
appeals  in  place  in  1979  in  the  state  as  compared  to  the 
normal  around  20,000,  and  L.A.  had  an  awful  lot.  The  way  the 
the  constitutional  amendment  was  written,  you  had  so  much  at 
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NEVINS:  issue  that  if  you  had  any  doubt  about  the  value,  you  should 

appeal.  Because  if  you  got  any  reduction,  you  were  going  to 
save  so  much  money  downstream.  Well,  it  turned  out  most 
people  lost  heart — T  don’t  know  why  because  they  certainly 
didn’t  look  at  the  numbers — and  abandoned  their  appeals.  Of 
the  100,000,  probably  50,000  or  60,000  appeals  were 
abandoned.  In  other  words,  the  people  didn’t  prosecute  them, 
didn’t  show  up  at  the  hearing;  they  didn’t  do  whatever  they 
were  supposed  to  do.  Assessment  appeals  in  the  ten  years 
since  13  have  now  gotten  down  mostly  to  fights  about  sales, 
where  people  got  into  the  charge  that  the  assessor  didn’t 
take  the  selling  price;  he  took  some  other  value.  So  you’ll 
see  efforts  in  subsequent  years  to  have  selling  price  used. 
There  were  some  statutory  schemes  that  were  used  to  try  to 
get  to  that.  Basically,  they’re  unconstitutional.  The 
constitution  on  market  value  was  not  changed  by  Proposition 
13.  In  other  words,  you  apply  the  pre-13  value  system  to  the 
sale  of  property  when  the  thing  changes  hands. ^  A  lot  of 


1.  Article  XIII  had  been  interpreted  by  the  courts  in  such  a  way 

that  the  assessors  were  required  to  find  market  value  every  year  and  put 

that  value  on  the  roll.  Market  value  is  the  price  in  money  a  willing 
buyer  will  pay  a  willing  seller,  with  no  exigencies  involved.  De  Luz 
Homes  v.  County  of  San  Diego,  45  C2d  546  (1953,  1954)  [two  cases];  290 

2pd  544  (1955).  Sale  prices  are  not  as  clear  a  value  as  they  seem.  In 

the  1970s,  "taking  back  paper"  and  loans  made  at  less  than  market 
value.  .  .  .  Interest  rates  had  to  be  brought  to  "present  worth";  that 
is,  recalculated  at  current  interest  rates  for  that  kind  of  property, 
considering  the  cash  down  payment.  Appraisers  can  make  the  computation 
in  seconds  with  their  pocket  computers,  [Footnote  added  by  Mr.  Nevins.] 
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folks  had  trouble  with  that  one.  Dronenburg  got  involved  in 
one  of  those,  with  some  nuts.  They  tried  by  rule  to  get  back 
to  some  thing  where  we  used  the  sale  value.  What  the 
legislature  did  do  is  say  that  if  the  assessor  didn’t  have 
any  other  value,  then  the  sale  value  would  prevail. 

Was  that  Senate  Bill  154  that  was  passed  [in  1978]? 

I  don’t  know  what  it  was.  It  was  downstream  quite  a  ways 
there  was  a  bill  passed.  They  also  said  the  burden  of  proof 
in  assessment  appeals  for  homeowners  was  on  the  assessor,  in 
later  years.  They  were  trying  to  make  this  sale  thing 
stick.  But  you  can  usually  come  up  and  just  devastate  the 
homeowner,  like  the  case  that  got  Dronenburg  all  wired  up  and 
which  he  tried  to  sell  me  on.  Here  are  the  facts,  and  we’d 
better  put  them  in  the  record  here.  There  was  a  subdivision 
out  in  Riverside  County,  and  the  builder  got  control  of  the 
real  estate  and  started  building  houses.  He  got  a  chance  to 
sell  a  lot  of  houses  before  they  were  constructed  or  were  in 
the  early  stages  of  construction.  Of  course,  he  gave  a  big 
reduction  in  price  on  that  because  he  got  cash  right  now, 
which  is  what  a  builder  wants.  We’ll  use  these  numbers.  I 
think  he  sold  the  house  in  question,  completed  value, 

$65,000.  Then,  when  the  houses  were  completed,  he  sold  them 
for  $80,000.  Obviously,  $80,000  was  the  value  of  the  house. 
But  he  [the  buyer]  tried  to  go  into  court  in  the  Assessment 
Appeals  Board  in  the  county  of  Riverside  to  get  the  $65,000, 
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and  the  board  just  said,  "Forget  it*"  Then,  he  tried  to  win 
it  by  our  rule* 

Using  Dronenburg. 

The  real  estate  man  that  had  sold  this  uncompleted  house  to 
this  person  actually  was  the  one  behind  this  thing  in 
Riverside.  That’s  not  the  constitution  before  13;  it  isn’t 
the  constitution  after  13.  You  can’t  change  it  by  statute, 
so  they  trieid  to  use  the  rule  method.  We  had  a  big  debate. 

It  turned  out  that  Dronenburg  had  another  client,  the  Irvine 
Company,  who  were  involved  in  the  sale  of  the  company.  They 
wanted  to  have  not  the  market  value  of  the  company  but  the 
sale  value  of  the  company.  The  assessor  didn’t  buy  that,  and 
they  eventually  reached  a  settlement  of  a  higher  value  than 
the  sale  value  but  not  as  high  as  the  assessor  had.  That  was 
one  of  the  little  nasty  issues  that  came  out  of  13 
downstream*  Assessment  appeals  boards  spent  a  lot  of  time 
trying  to  get  a  sale  value  where  there  had  been  trades  and  a 
lot  of  other  stuff. 

Another  change  seems  to  be  that  some  of  your  administrative 
apparatus  is  just  wiped  out.  The  intercounty  equalization, 
for  example. 

Yes.  We  went  down  in  staff  from,  like,  160  to  105,  something 
like  that.  We  laid  off  a  lot  of  very  bright  people,  because 
they  went  off  on  a  seniority  basis.  In  our  Division  of 
Intercounty  Equalization  [DIE] ,  we  really  had  the  brightest 
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young  people.  They  had  the  most  experience.  They  were  out 
appraising  property  all  the  time,  and  they  had  lots  of 
information.  The  guys  who  went  out,  God,  all  of  them  are 
millionaires  now.  It’s  unbelievable. 

Besides  the  loss  of  bright  staff,  was  that  program, 
essentially,  closed  down? 

Just  shut  down  completely. 

Did  that  mean,  and  does  that  mean  to  this  day,  that  even 
within  the  pre-1975  categories,  for  example,  there  is  no 
longer  necessarily  any  intercounty  equalization? 

What  happened — we’re  now  talking  about  five  or  six  years 
after  the  passage  of  13,  1984,  1985,  somewhere  along  in 
there — was  the  legislature  became  aware  that  the  assessors 
were  not  necessarily  complying  with  the  provisions  of  13,  the 
rules  and  regulations  that  we  promulgated.  There  are 
statutory  provisions.  They  wanted  a  way  to  evaluate  what  was 
going  on  in  the  counties,  so  a  thing  like  the  DIE  was 
reestablished  with  a  much  smaller  staff. ^  Instead  of  sixty 
people,  it  was  ten  or  twelve  people. 

Is  this  what  they  called  local  agency  monitoring? 

Something  like  that,  whatever  words  were  used.  But  what  they 


1.  S.B.  1326,  1981-1982  Reg.  Sess.,  Cal.  Stat. ,  ch.  327,  called 
for  annual  sampling  of  assessments  from  local  rolls  by  the  Board  of 
Equalization . 


404 


did  is  they  went  out  and  they  segregated  the  role  by  value 
segments  and  property  classes,  and  then  they  would  go  out  and 
see  what  the  assessor  did.  Did  he  put  the  construction  on 
correctly?  Did  he  catch  all  the  sales  in  the  county  and  put 
the  new  value  on  the  roll?  We  found  there  were  quite  a  few 
cases  where  he  didn’t.  We  found  quite  a  lot  of  new 
construction  that  was  not  remodeling  that  wasn’t  put  on  the 
roll,  even  though  all  counties  now  have  a  building  permit 
system.  When  Proposition  13  passed,  not  every  county  had  a 
building  permit.  You  could  build  property  in  lots  of 
counties  without  building  permits  up  until  recently.  So  one 
of  the  things  that  happened  with  Proposition  13  is  that  every 
place  in  California  started  having  building  permits  because 
they  wanted  to  pay  for  their  building  department  and  they 
also  wanted  to  keep  track  of  things.  They  also  realized, 
well,  God,  if  we  don’t  do  this,  we’re  losing  revenue.  We 
have  the  environmental  movement  and  planning,  so  I  don’t 
think  you  can  build  anything  in  California  without  a  building 
permit  anymore.  There  was  a  lot  of  business  support  for 
that.  Ranks  liked  that  because  what  they  don’t  want  to  do  is 
find  a  building  on  a  piece  of  property  and  somebody  trying  to 
get  a  loan  on  it,  then  they  go  back  and  say,  "Has  the  guy 
complied  with  the  law?  If  we  take  over  this  property,  can  we 
market  it?,f  So  they  go  back  and  see  that  he  complied  with 


the  permits. 
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Another  casualty  seems  to  have  been  your  Office  of  Appraisal 
Appeals . 

That’s  right.  That  went  along  with  the  Division  of 
Intercounty  Equalization.  In  other  words,  there  had  to  be  a 
mechanism  by  which  assessors  could  say  that  our  staff 
appraisals  were  in  error,  you’re  the  final  authority,  you 
rule  on  it.  So  that’s  what  that  was  all  about.  We  didn’t 
need  that  anymore;  we  weren’t  measuring  assessment  levels 
anymore . 

Did  this  mean  the  board  was  no  longer  available  as  a  court  of 
last  appeal  on  assessment  at  all? 

We  weren’t  a  court  of  appeal.  We  were  only  dealing  with 
assessors.  We  did  not  deal  with  the  taxpayer.  See,  we  were 
measuring  assessment  levels  in  the  county.  The  taxpayers  may 
have  been  involved  in  the  thing,  but  the  person,  the  party 
before  us,  was  the  assessor,  not  the  taxpayer.  What  we  were 
finding  was  that  the  assessor  hadn’t  put  enough  value  on  the 
roll . 

But  now,  after  1980,  you  had  no  more  function  along  that 
line.  And  that’s  true  to  the  present  day? 

I  think  on  this  monitoring  thing  there’s  some  kind  of  appeal 
process,  but  it’s  nothing  like  the  one  before  1978.  It’s  not 
as  extensive;  it’s  not  as  official.  There’s  a  little 
hangover  from  it  procedurewise. 

Are  you  aware  that  as  a  result  of  these  two  agencies  being 
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dissolved  that  today  there  is,  even  on  the  same  type  of 
properties,  a  property  that  hasn’t  been  resold  since  1975, 
greater  variations  and  assessments  around  the  state  than  was 
the  case  before  13? 

I  don’t  know.  I  don’t  think  anybody  knows.  I  don’t  think 
there’s  any  way  to  get  that  information  without  spending  a 
lot  of  money.  What  the  legislature  was  concerned  about  was 
that  they  had  to  appropriate  money  from  the  general  fund  to 
support  local  activities  and  they  [legislators]  were  aware 
that,  if  counties  followed  the  board’s  rules  on  Proposition 
13,  that  property  taxes  would  grow  at  faster  than  10 
percent.  What  they  wanted  to  make  sure  was  that  the  counties 
were  complying  with  the  board  rule,  that  they  just  weren’t 
being  real  sloppy  and  cut  their  assessor’s  office  down  to 
nothing  and  were  not  raising  the  money  that  could  be  raised. 
You  use  the  figure  10  percent  because  that’s  roughly  the 
amount  of  change  of  ownership? 

Yes.  The  property  taxes  grew  faster  than  inflation  and  every 
other  revenue  source  and,  historically,  have  done  that  since 
Proposition  13  passed.  In  fact,  I  understand  property  tax 
revenues  today  in  dollars  are  the  same  as  they  were  in  1978. 

I  checked  that.  It  is,  yes.  Of  course,  not  in  real  dollars; 
but  in  current  dollars,  yes,  you’re  right.  That’s  sort  of  an 
irony.  Oh,  cyclical  appraisals.  How  were  these  affected  by 


Prop.  13? 
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The  hoard’s  policy  on  assessors’  offices  was  not  to  have 
cyclical  appraisal  but  to  reappraise  the  property  every  year, 
to  have  an  Assessment  Standards  Division  in  the  assessor’s 
office  which  would  keep  track  of  where  the  market  activity 
was  in  the  county.  The  assessor’s  job  was  to  have  a 
mechanism  to  reappraise  or  at  least  factor  up  the  properties 
in  that  area  by  what  the  sales  activity  showed  it  should  be 
factored  up  to.  I’d  say  the  smart  counties  had  a  system  like 
that:  San  Diego  County,  Orange,  Ventura.  Santa  Barbara  had 

a  system  like  that.  San  Francisco  had  done  something  like 
that,  although  they  sort  of  slowed  down.  Alameda  County, 
Marin.  San  Mateo  County  got  slowed  down.  They  got  a  kind  of 
a  funny  court  order  that  nobody  really  challenged.  What  they 
got  was  that  they  had  been  keeping — we’re  talking  about 
pre-13,  now — the  homes  up  but  they  hadn’t  been  reappraising 
the  business  properties  every  year.  Somebody  got  a  court 
order  saying  they  couldn’t  raise  the  homes  until  they  got  all 
the  business  reassessed.  But  they  didn’t  go,  then,  and 
increase  the  assessor’s  office.  I  don’t  remember  how  that 
finally  worked  out,  but  it  was  a  real  weird  decision  that  the 
court  got  into.  On  anything  like  that,  the  Board  of 
Equalization  would  get  joined  in.  That  was  a  case  we  weren’t 
joined  in,  so  that  we  didn’t  know  about  it  in  a  timely  way. 
But  after  that,  T  think  any  case  that  challenged  the 


assessing  scheme,  you  not  only  had  to  take  on  the  county,  you 


408 


de  GRAAF: 


NEVINS: 


de  GRAAF: 
NEVINS: 


had  to  challenge  us,  too.  I  think  the  law  was  changed  at 
about  that  time.  If  you  just  had  a  valuation  on  a  piece  of 
property,  we  didn’t  get  involved  in  it.  But  if  you  came  in 
and  said  you  had  to  change  your  assessing  scheme  to  get  to 
somebody,  then  you  had  to  enjoin  the  board.  So  then  we  could 
get  the  attorney  general  in;  so  then  we  could  knock  it  down 
locally. 

But  obviously,  after  13,  all  of  this  went  by  the  boards.  I 
think  it  was  simply  pre-1975  property  was  unchanged  except 
for  the  inflation  factor.  I  notice  around  the  early 
eighties,  a  series  of  bills  come  in,  apparently  connected 
with  Jerry  Brown’s  budget  crisis,  to  speed  up  the  reappraisal. 
To  speed  up  tax  collection.  When  Deukmejian  came  in,  one  of 
his  budget  balancing  things  was,  when  you  put  new 
construction  on,  then  you  tax  the  full-year  value  of  the  new 
construction  on  the  day  it’s  put  in.  Then  go  and  get  another 
value  the  next  year,  so  that  you  get  two  values  out  of  it  in 
one  year.  The  courts  have  ruled  that  that’s  constitutional. 

In  other  words,  did  this  change  the  lien  date? 

They  changed  the  lien  date.  You  can  have  the  lien  date 
running  around  all  year.  That’s  always  been  possible  to  do 
from  day  one.  You  could  always  change  by  statute  the  lien 
date,  but  it  had  never  been  done.  We  had  been  trying  to  get 


it  changed  to  January  1.  I  believe  it  is  January  1  now.  It 
took  forever  to  get  there.  That  was  one  of  the  things  that 
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happened  in  my  last  year.  I  think  they  finally  got  it 
there.  First,  we  got  state  utilities  on  January  1;  that  was 
done  a  couple  of  years  before  I  left  office.  I  believe  in 
the  last  year  they  finally  got  other  properties  changed.  I 
think  you* 11  see  it  in  the  one  [annual  report]  after  I  left. 
The  board  had  been  working  for  that  for  twenty  years. 

In  November  of  1978,  a  Proposition  8  passes  that  has 
something  to  do  with  the  reevaluation  of  property  in  event  of 
disaster. ^  Was  this  a  blind  spot  in  Proposition  13? 

No,  this  is  a  new  concept.  Unfortunately,  in  that  measure, 
which  was  carried  by  Senator  [Daniel  E. ]  Boatwright,  there 
was  a  provision  put  in  there,  a  couple  of  little  words  at  the 
end,  that  were  put  in  at  the  last  minute  by  a  staff  person. 
There’s  no  record  of  how  it  got  in  there.  It  goes  on  the 
ballot.  Nobody  analyzed  that  provision,  and  it  screwed  up 
Proposition  13  pretty  badly.  While  we’re  talking,  I  can 
remember  what  it  did.  That  provision  was  a  real  bear. 
Boatwright,  who  married  our  lobbyist,  by  the  way,  never  could 
explain  how  it  got  there.  He  says,  I  don’t  know  how  it  got 
there.”  The  staff  person  that  put  it  in  left  his  employ, 
went  East. 

I  think  that  what,  you’re  referring  to  is  something  to  the 
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effect  that,  should  property  be  reduced  in  value  by  natural 
disaster,  some  other  specific  thing  .  .  . 

It  didn’t  say  "natural  disaster";  it  said  "be  reduced  in 
value."  It  didn’t  give  any  reason. 

I  thought  it  said  "disaster,"  something  else,  and  "any  other 
factors"  or  something  like  that. 

The  way  the  thing  is  worded,  if  you  look  at  it  real 
carefully,  it  doesn’t  give  any  reason  why.  It’s  reduced  for 
any  reason.  Going  back  to  pre-13,  if  a  piece  of  property  had 
a  reduction  in  value,  the  assessor  was  supposed  to  put  the 
lower  value  on.  My  feeling  before  that  was  that  the  assessor 
had  the  responsibility  to  find  those  values  and  reduce  them 
because  this  is  a  full -service  operation,  right,  and  he  was 
being  fair.  I  felt  in  the  post-13  [era],  it’s  the  taxpayer’s 
responsibility  to  find  these  values.  Reductions  in  value  in 
Proposition  13  are  rather  involved,  but  what  you  have  to  do, 
essentially,  is  show  that  your  value  is  lower  than  the  base 
year  value.  Let’s  say  you  had  a  piece  of  property  .... 
We’re  talking  about  land  and  buildings,  now,  because  we’re  no 
longer  really  involved  in  personal  property  excepting  in  a 
business  scene,  which  is  a  whole  different  world.  What  you 
had  to  show  was  that  your  reduction  in  value  was  below  the 
base  year  value.  That’s  pretty  hard  to  do.  It  happens,  but 
it’s  very  rare,  so  there  really  wasn’t  any  reason,  in  my 
view,  to  make  a  big  thing  out  of  having  reductions  in  value. 
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I  wondered  about  that . 

This  thing  here  that  was  in  that  measure  had  some  gimmick 
where  people  tried  to  say,  "Well,  I  lost  $50,000  in  the  value 
of  my  property.  Therefore,  you  should  reduce  my  assessment 
$50,000."  Well,  that’s  really  not  the  Proposition  13 
scheme.  But  this  constitutional  measure  gave  some  weight  to 
that . 

It  invited  more  appeals  for  reductions? 

It  invited  stuff.  I  don’t  know  what’s  really  been  done  about 
it.  There’s  a  real  question  on  lots  of  real  estate  whether 
fires  really  reduce  the  value  that  much.  You  take  a  property 
like  one  here,  where  the  land  value  is  so  high,  you  have  to 
have  really  serious  damage  to  the  house  before  you’re  going 
to  see  something  measurable  out  there.  My  stepfather’s  house 
had  a  serious  fire  in  the  upstairs.  The  house  was  in  bad 
shape  physically  anyway  because  he  hadn’t  taken  any  care  of 
it  for  twenty-five  years  or  so.  The  house  is  on  the  market 
now.  The  house  next  door  sold  for  $1.9  million  this  last 
week.  Chances  are  his  house,  which  has  a  bigger  piece  of 
real  estate,  same  site,  is  probably  going  to  sell  for  $1.7 
million,  $1.8  million,  with  the  fire  damage  because  the 
people  who  are  going  to  buy  the  house  are  going  to  gut  the; 
kitchen  and  redo  everything  else.  They’re  probably  going  to 
spend  $500,000  anyway,  whether  the  house  is  in  good  shape  or 
bad  shape.  They  buy  the  location  and  all  that  stuff;  that’s 
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the  big*  value  today.  What  the  house  does  is  make  it  go 
faster.  Some  guy  comes  out  from  Pittsburgh  and  needs  a  house 
in  a  hurry — we’re  talking  about  high-valued  houses,  now — he 
wants  the  air  conditioning  in  place  and  he  wants  it  to  look 
neat  because  he’s  got  to  get  in,  get  his  wife  out  here,  get 
them  [the  children]  into  school,  and  get  going.  He  can’t 
afford  to  remodel.  But  most  rich  people  aren’t  in  that 
position.  They  came  out  here  and  they  want  a  house  in  a 
certain  place.  They  don’t  care  what’s  there  now.  We’ve  got 
some  Canadian  in  a  house  about  three  up  from  where  we  are  now 
that  has  his  daughter  in  this  shack.  I’m  just  giving  you  a 
lot  of  baloney  that’s  beside  the  point  but  it  sort  of 
illustrates  the  point.  People  on  welfare  lived  in  that  house 
as  recently  as  ten  years  ago.  She  has  one  of  those 
four-wheel-drive  Range  Rovers  out  there  and  a  Rolls  Royee  in 
the  driveway.  Those  are  the  cars  in  the  driveway.  They’ve 
made  all  kinds  of  changes  in  that  place.  The  guy  that 
represents  them  said,  "If  we  could  buy  the  house?  next  door, 
we’d  tear  everything  down  and  build  a  new  house." 

One  thing*  I  definitely  want  to  get  into  is  the  bailout. 

Keep  in  mind  we  don’t  know  all  the  details  because  we  didn’t 
get  in  on  it.  We  were  so  busy  working  on  assessments.  I 
just  know  in  theory  what  went  on  in  the  bailout.  But  the 
politics  of  that  were  unbelievable. 

That’s  exactly  what  I’d  like  to  get  into.  Here  we  have  Prop. 
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13  passed.  The  surplus,  on  one  hand,  is  now  unveiled,  but 
the  crunch  of  Prop.  13  is  also  now  known.  The  two  were 
roughly  equal.  Prop.  13  took  $6  point  something  billion,  and 
the  surplus  is  about  $6  billion. 

The  surplus  was  sort  of  ongoing.  The  revenue  didn’t  just 
stop. 

That’s  quite  right. 

Most  of  it  came  through  the  income  tax. 

Now,  there  were  two  basic  things  here,  and  I’m  not  fully 
privy  to  the  legislation  so  I’d  appreciate  you  filling  in 
details.  On  one  hand,  local  government  was  going  to  lose  a 
great  deal  of  revenue  for  its  operations.  On  the  second 
hand,  schools  had  a  lot  of  their  funding  in  jeopardy.  Also, 
the  whole  principle  of  equalization  following  [the]  Serrano 
v.  Priest  case  and  so  forth,  what  was  going  to  happen  to 
that?  Were  those  essentially  the  main  questions  involved  in 
the  bailout?^ 


1.  The  "bailout"  involved  a  series  of  legislative  actions  in  the 
aftermath  of  Proposition  13.  Most  immediate  were  S.B.  158,  1977-1978 
Reg.  Sess. ,  Cal.  Stat. ,  ch,  292,  and  a  companion  measure,  A.B.  2212, 
enacted  in  the  same  session,  Cal.  Stat.,  ch,  332,  which  distributed  $4.4 
billion  of  state  surplus  revenues  to  cities,  counties,  special  districts, 
and  schools  in  1978-79.  A  long-term  funding  relief  was  provided  by  A.B. 
8,  1979  Reg.  Sess.,  Cal.  Stat.,  ch.  282,  which  shifted  several  social 
programs,  including  Medi-Cal,  SSI  [Supplemental  Security  Insurance],  and 
AFDC  [Aid  to  Families  with  Dependent  Children],  and  food  stamp 
administration  from  local  to  state  revenues,  A.B.  8  also  increased  state 
funding  for  K-12  public  schools  and  community  colleges.  California 
Assembly  Revenue  and  Taxation  Committee,  Revenue  and  Taxation  Reference 
Book,  1980  (Sacramento:  Assembly  Publications  Office,  February  1980), 
J1-J3. 
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My  understanding  of  the  bailout  is  this.  When  the 
Proposition  13  passed  and  the  budgetary  decisions  had  to  be 
made  in  those  three  weeks  between  June  5 — or  whenever  the 
measure  passed— -and  June  30,  the  budget  date,  early  on,  the 
decision  was  made  to  not  do  the  cold  turkey  but  the 
ameliorative  thing  that  I’m  talking  about,  where  we’d  have 
the  state  pick  up  a  lot  of  the  funding  on  a  reduced  basis. 

It  was  understood  to  be  on  a  reduced  basis.  Cities  got 
relatively  little  money  from  the  state  to  make  up  for  their 
property  tax  loss  for  a  number  of  reasons.  One  is,  a  lot  of 
cities  didn’t  levy  property  taxes.  Secondly,  property  tax 
was  a  small  part  of  the  revenue  base  of  cities  that  did  levy 
them,  like  Los  Angeles,  San  Francisco,  and  so  on.  So  the  big 
user,  and  the  one  that  had  to  be  saved  in  a  hurry,  obviously 
was  the  schools.  The  effect  of  Proposition  13  with  the  1 
percent  rate  and  the  rate  reducer  was  that  where  property 
taxes  had  been  60  [percent],  70  percent  of  the  revenue 
support  of  local  schools,  K-12,  you  now  have  property  taxes, 
if  the  school  districts  got  it,  that  would  only  be  maybe  15 
[percent]  or  20  percent.  But  they,  of  course,  didn’t  get  it 
because  the  county  got  a  part  of  the  1  percent.  Cities  got  a 
little  bit.  The  special  districts  that  didn’t  have  any  other 
taxes  but  property  taxes  had  to  have  them.  Some  of  them  had 
bond  issues  and  stuff  like  that,  although  that  could  be  an 
add  on.  So  schools,  I  don’t  know  what  they  get  in  property 


415 


de  GRAAF: 

NEVINS: 
de  GRAAF: 

NEVINS: 


taxes,  but  it's  a  very  small  amount  of  their  total  supply.  I 
believe  it’s  somewhere  near  10  percent  on  average.  So  what 
you  have  is  the  state  came  in  with  sort  of  a  uniform 
allocation  scheme  to  every  district.  In  other  words,  Serrano 
v.  Priest  came  into  being  just  like  that,  bango!  Your 
readers  will  have  to  try  to  fathom  that  case  on  their  own. 
Let’s  not  bother  to  explain  it  to  them.  Then,  the  hardest 
hit,  in  a  lot  of  ways,  was  county  government,  and  they’re  the 
ones  that  are  screaming  the  most.  They  had  fat  city  on 
property  taxes  before  13;  life  is  tough  for  them  now.  So  the 
state  is  still  in  the  process  of  picking  up  various  county 
functions.  The  courts  are  one  of  the  latest  ones  that  get 
picked  up  almost  entirely  by  the  state.  Of  course,  the 
effect  of  that  is  that  the  counties  get  a  loss  of  control 
over  these  entities  as  the  state  comes.  Ditto  on  school 
districts;  the  state  is  a  very  big  player  in  education 
because  of  that.  So  your  legislator  becomes  your  school, 
board  member,  not  your  elected  school  board  member. 

So  in  fact,  in  categories  where  the  state  was  very  concerned 
about  the  services,  like  schools,  the  effect  of  Proposition  13 
was  actually  an  equalizing  one. 

Right. 

And  categories  where  the  state  is  perhaps  not  that 
interested  .  .  . 

Equalize  downward,  somewhat.  You’ve  got  to  stress  that. 
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That’s  true.  In  categories  where  the  state  has  not  been  as 
concerned  or  has  not  entered,  like  libraries,  they’ve  really 
taken  a  cut. 

I  think  libraries  were  used  as  a  gimmick  by  local  government, 
be  it  county  or  cities,  because  it  was  an  obvious  thing  and 
people  got  upset.  So  they  would  try  to  use  libraries  as  a 
mechanism  to  get  more  support  for  things  in  general.  But 
what  cities  and  counties  and  school  districts  did  was  that 
instead  of  looking  at  local  fund-raising  situations,  the  big 
person  in  the  district  became  the  lobbyist  in  Sacramento  and 
the  lobbyist  in  Washington.  That  was  the  real  change  in  how 
loca]  government  operated.  The  lobbyist  in  Sacramento,  the 
lobbyist  in  Washington,  D.C.,  could  do  so  much  more  for  them 
than  anything  else  that  that  person  became  the  big  thing. 

Did  you  find,  or  do  you  have  any  studies  to  the  effect,  did 
developers5  fees  become  much  more  common  after  Prop.  13? 

There  always  had  been  some  developers5  fees;  I  don’t  want  to 
kid  anybody  about  that.  But  they  went  from  $1,000  to 
$100,000.  They  started  funding  schools  and  parks  and  roads 
and  streetlights  and  you  name  it.  If  they  made  a 
subdivision,  they  had  to  put  in  all  the  roads;  they  had  to  do 
everything.  I  mean,  there  was  no  downstream  improvement  by 
property  taxes  implied  under  the  new  era.  That’s  what  had 
happened  in  the  old  days — you  would  put  in  something  barely 
marginal,  a  subdivision  with  barely  paved  streets,  no 
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street lighting,  no  nothing.  Over  time,  your  city  or  your 
county  would  improve  the  paving,  put  in  street lighting,  put 
in  gutters,  put  in  sidewalks,  do  all  that  kind  of  stuff. 

All  paid  by  property  taxes. 

All  paid  by  property  taxes  because  there  were  property  taxes 
there  to  pay  for  them.  Improvements  like  that  were 
considered  part  of  life;  that’s  how  you  did  it.  But  when 
Proposition  13  passed,  there  was  no  chance  there  was  ever 
going  to  be  any  property  taxes  to  do  any  of  that  stuff.  So 
you  had  to  get  the  builder  to  put  it  in.  What  did  that 
mean?  That  meant  the  up-front  cost  of  the  house,  of  course, 
was  a  lot  more  because  the  buyer  had  to  pay  for  all  that 
stuff.  It  had  to  be  financed  as  part  of  the  transaction.  So 
immediately  you  had  a  big  jump  in  new  house  prices  for  the 
next  four  or  five  months  after  Proposition  13.  It  had  to  be 
there  because  there  wasn’t  any  other  way  to  get  these 
things.  People  don’t  like  to  put  in  improvement  districts;  I 
guess  it  still  happens  once  in  awhile.  But  basically,  having 
government  improve  the  scenery  afterwards,  that’s  out.  So 
planning  becomes  a  very  big  thing  at  the  local  level.  What 
does  a  planner  do?  He  sees  that  all  these  things  fit 
together,  that  the  developers  pay  for  all  this  stuff. 
Developers  can  even  pay  for  things  that  are  not  right  in 
their  subdivision.  They  can  pay  for  a  school  a  mile  away; 


they  can  pay  for  sewer  lines  brought  that  are  a  long  way  off, 
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water  lines,  everything.  And  that  was  foreseen.  The 
newspaper  articles  were  right  there  on  that  one  right  off, 
and  that’s  what  happened. 

Does  the  State  Board  [of  Equalization]  have  any  role  in  such 
developers’  fees? 

No. 

Is  there  any  such  thing  as  equalizing  developers’  fees? 

No,  it  has  no  relation  whatsoever.  Those  are  local  things, 
and  they’re  empowered  by  the  legislature  to  levy  [developers’ 
fees] .  I  think  that  bill  I  was  telling  you  about  empowered 
them  to  levy  them  right  there.  If  th&y  hadn’t  levied  them, 
they  were  empowered  to  levy  them,  and  they  did. 

One  other  thing  that  may  have  mitigated  the  impact  of  Prop. 

13  at  first  that  I’d  be  interested  in  your  comments  on  was 
the  fact  that  we?  were  now  in  a  policy  of  revenue  sharing.  It 
started  during  the  [Richard  M. ]  Nixon  administration. 

We  had  revenue  sharing  in  California  since  1850. 

Federal  government  money? 

No,  but  we’ve  had  state  sharing  with  local  government,  which 
was  a  major  factor  in  their  development  all  the  way.  There’s 
always  been  programs  where?  the  state  raised  money  that  was 
essentially  spent  locally,  although  the  constitution  forbids 
it.  But  that’s  what  in  fact  happened.  Like?,  schools  are  a 
good  example.  Schools  are  a  state  program  where  the  money  is 


spent  locally. 
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What  I’m  talking  of  is  a  federal  program  that  was  begun 
during  the  Nixon  administration  of  refunding  to  the  states 
and  localities  a  certain  amount  of  the  federal  income  tax  in 
the  form  of  either  categorical  grants  to  support  specific 
things  or  block  grants. 

There  have  been  federal  programs  since  the  thirties,  like  the 
forestry  ones.  There  were  a  whole  gang  of  them  out  here. 

I’d  say  in  the  [Lyndon  B.]  Johnson  administration,  you 
started  really  getting  big  federal  programs. 

That’s  true.  Schools,  especially. 

Well,  everything — -welfare,  schools,  you  name  it — came 
onstream  in  a  big  way.  Medicare,  Medi-Cal,  all  that  stuff 
came  on  and  had  a  major  effect  on  local  revenue  or,  actually, 
local  income.  They  didn’t  actually  get  the  tax,  they  got  the 
money.  So  more  of  what  you  call  revenue  sharing  started  with 
Johnson.  What  Nixon  did  was  give  more  local  autonomy  to  it. 
That’s  what  his  supporters  wanted.  They  wanted  to  be  able  to 
spend  the  money  the?  way  the;y  wanted.  They  didn’t  want  to 
spend  it  on  welfare;  they  wanted  to  spend  it  on  a  new  city 
hall  or  something  like  that. 

In  your  estimation,  did  this  also  help  to  blunt  some  of  the 
impact  of  Prop.  13? 

It  blunted  it  a  little  bit.  But  a  lot  of  those  programs  had 
been  in  place  before  Nixon  came.  Nixon’s,  I  think, 
contribution  to  them  was  to  free  up  the  restrictions  very 
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One  other  thing:  the  whole  general  psychological  impact  of 
Prop*  13*  Now,  by  a  two-thirds  vote,  cities  could  go  to  new 
taxing  sources*  As  a  matter  of  fact,  was  this  very  common? 
Or  did  Prop.  13  lead  to  several  years  in  which  taxes  of  any 
type  were  a  no-no? 

Cities  certainly  started  going  into  the  fee  business  right 
off.  Cities  that  had  proprietary  income,  like  power  systems, 
water  systems,  immediately  enlarged  their  revenue 
capabilities.  I  think  the  way  Proposition  13  was  construed, 
proprietary  businesses  weren’t  counted  for  anything.  So  you 
can  double  your  water  rates  and  just  take  the  money  home. 
Pasadena  has  done  that  in  a  big  way  with  water  and  power. 
There’s  nothing  in  Pasadena’s  ordinance  that  says  funds 
raised  by  the  water  fee  has  to  go  to  water-related  uses? 

No.  It’s  just  profit.  So  the  cities  that  had  a  lot  of 
that- -Anaheim  is  one — tended  to  end  up  being  in  very  good 
shape.  You  ask  about  taxes  per  se,  a  two-thirds  vote.  My 
understanding  is  that  the  first  successful  ones  weren’t 
passed  until  around  1984.  There  were  a  lot  of  efforts  before 
then  but  I  believe  1984  [was]  when  Palos  Verdes  finally  got  a 
tax  measured  by  so  much  per  hundred  feet  of  frontage  on  the 
streets.  [It]  was  levied  and  was  made  constitutional.  I 
believe  that  the  constitutionality  of  that  was  decided  rather 
rapidly;  they  didn’t  wait  four  or  five  years.  But  I  believe 


that  was  one  of  the  first  ones.  There  were  a  couple  in 
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northern  California  and  a  couple  of  very  small  cities  where 
taxes — you’ve  got  to  use  that,  not  fees,  taxes — were  raised. 

I  would  judge,  from  what  I’ve  read  in  the  papers  since  I’ve 
been  retired,  that  maybe  ten  or  twelve  cities  at  the  most 
have  levied  taxes.  Now,  you  can  have  revenue  bond  sort  of 
things,  and  that’s  happened. 

[End  Tape  10,  Side  A] 

[Tape  10,  Side  B  blank] 

[Begin  Tape  11,  Side  A] 

de  GRAAF:  There  are  a  couple  of  other  actions.  I  don’t  know  if  they 

really  fit  in  with  Proposition  13.  I’m  now  ready  to  sort  of 
fade  away  from  that  scene.  But  they  come  immediately  after 
it.  One  is  the  interesting  ruling  that  the  state  board  made 
that  in  state-assessed  properties — utilities  and 
railroads — it  [Propositon  13]  would  not  apply  to  the  rollback 
to  1975.  What  was  the  reasoning  in  that? 

NEVINS:  If  you  look  at  the  language  in  Proposition  13  very  carefully, 

it  uses  the  expression  "property  assessed  by  county 
assessors, "  which  is  not  in  the  state  constitution 
otherwise.  So  the  meaning  of  that  was  that  Howard  Jarvis, 
who  we  felt  was  sophisticated  enough  to  know  the  difference 
between  county-assessed  and  state-assessed  property,  meant 
not  to  hit  the  state  assessees.  So  we  kept  right  on  doing  it 
the  same  way.  They  challenged  us  in  the  courts  and  lost,  of 
course.  There  were  some  very  tricky  things  on  that.  If  they 
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had  done  it  [assessments]  with  Proposition  13,  they  might 
have  ended  up  with  higher  assessments  than  what  they  got. 

They  would  have  had  a  lot  of  problems  with  it  because  they 
[the  utilities]  built  a  lot  of  stuff;  they  have  a  lot  of  new 
construction.  They  would  have  had  to  show  that  the 
depreciation  generally  was  enough  to  bring  them  down  below 
the  base  year.  I  think  what  they  would  have  had  to  do, 
basically,  all  the  time  was  value  the  old  way  and  see  whether 
it  was  less  than  the  base  year  plus  new  construction.  I 
think,  generally,  it  would  have  been;  using  it  the  old  way 
would  have  been  less.  So  they  would  have  to  go  through  the 
same  maneuver.  It  was  sort  of  funny  dealing  with  some  of 
these  people,  particularly  the  railroad  people.  They  would 
talk  about  how  they  should  be  assessed  under  Proposition  13. 

I  said,  "Yes,  but  that  doesn’t  get  you  out  from  under  the 
board.  First,  you’d  be  assessed  by  us.  Secondly,  we  make 
all  the  rules  anyway,  so  you’re  right  back  to  where  you 
started."  The  guy  looked  at  me  as  if  T  was  a  monster,  but  I 
was  just  telling  him  the  facts  of  life,  which  he  didn’t 
really  grasp.  He  wouldn’t  have  been  assessed  by  county 
assessors  because  Proposition  13  made  no  mention  that  the 
state  was  going  to  lose  the  right  to  assess.  We  did  it  that 
way.  I  believe  about  two  or  three  years  ago,  the  courts 
upheld  our  assessment. 

de  GRAAF:  Actually,  there  were  two  cases.  I  don’t  know  if  you  or  the 
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board  followed  them,  particularly.  One  was  with  ITT 
[International  Telephone  and  Telegraph] . ^  I  could  never 
understand  where  ITT  got  into  state  utilities. 

NEVINS:  ITT,  at  the  time,  owned  some  radio  telephones,  those  things 

that  go  across  the  Pacific.  So  under  the  way  the 
constitution  was  worded,  that  made  them  subject  to  our 
assessment.  There  were  two  ITT  cases.  The  first  one, 
involved,  could  they  be  assessed  more  than  their  replacement 
cost  less  depreciation  because  the  property  earned  so  much 
money?  The  court  upheld  that  one.  I  think  the  second  one 
had  to  do  with,  can  the  board  assess  them?  I  think  those  are 
the  two  cases. 

de  GRAAF:  Then,  there  was  one  with  railroads  that,  always  goes  under  the. 

RRRR  acronym. 

NEVINS:  "RRRR”  is  Railroad  Replacement  and  Reconstruction  Act  of 

1979;  I  think  that  was  the  year.  [Railroad  Revitalization 
and  Regulatory  Reform  Act  of  1976],  The  Southern  Pacific,  in 
its  infinite  wisdom,  was  the  prime  mover  in  that  federal 
legislation.  Under  the  commerce  clause,  they  got  this 
provision  in  that  said  that  if  states  discriminated  in  the 
assessment  of  railroads,  then  the  matter  could  be  taken  to  a 


1.  ITT  World  Communications,  Inc.  v.  County  of  Santa  Clara,  101 
Cal.  App.  3d  246  (1980);  ITT  World  Communications,  Inc.  v.  City  and 
County  of  San  Francisco,  37  Cal  3d  859  (1985). 
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federal  court  directly.  So  instead  of  using  the  usual 
practice  of  exhausting  your  local  remedies  and  then  going  to 
the  federal  court,  they  got  us  into  federal  court.  As  I 
recall,  the  first  run  at  it,  the  federal  courts  said,  ”Why 
don't  you  exhaust  your  remedies?”  which  they  did.  Then  they 
went  back.  But  actually  what  they  did  is  they  took  the  case 
on  the  RRRR  Act  to  a  superior  court  in  San  Francisco.  I 
didn't  get  in  on  their  reasoning  for  that.  Basically,  they 
went  under  the  federal  act  in  the  state  court.  I  still  don't 
know  what  the  resolution  of  that  is.  They  got  a  woman  judge? 
who  had  been  an  accountant  and  then  moved  on  to  law  school. 
She  apparently  married  a  judge.  When  he  died,  I  guess  Willie 
Brown  got  her  appointed  to  the  superior  court.  Because  of 
her  accounting  background,  the  chief  judge  of  the  great 
county  of  San  Francisco  gave  her  this  case.  It's  been 
dragging  on  for  years.  I  don't  know  if  it's  been  resolved 
yet.  I  haven't  really  read  the  latest  annual  report  [of  the 
Board  of  Equalization] . 

As  of  1985-1986,  it  was  still  pending,  I  know. 

It  was  still  pending  last  year,  too.  So  if  it's  resolved,  it 
would  have  been  in  the  latest  report.  I  keep  asking  one  of 
the  people  T  know  on  the  board,  but  she  doesn't  really  handle 
this  sort  of  thing  so  she  doesn't  know  about  it  offhand. 

One  other  thing  that  occurred  about  this  time,  and  it  may 
have  not  had  much  meaning  but  I  throw  it  out,  about  1981,  the 
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basis  of  assessment,  was  changed  from  25  percent  to  100 
percent . 

That’s  right*  I  told  you  we  went  onto  the  100  percent 
assessment  on  Proposition  13  because  the  way  the  thing  is 
written,  it  doesn’t  make  any  sense  to  do  anything  other  than 
go  on  100  percent  because  that’s  the  language  used  in  the 
measure.  So  we  just  made  the  switch. 

Did  that  result  in  a  great  increase  in  property  taxes? 

No,  because  it’s  1  percent  of  the  market  value,  if  you  read 
the  thing. 

So  that  was  really  no  great  change.  One  other  thing  that,  to 
me,  had  some  of  the  earmarks  of  the  property  tax  revolt  was 
what  was  happening  in  gasoline  prices  and  therefore  gasoline 
sales  taxes  in  the  late  seventies  and  early  eighties. 

Now,  your  friend  Jim  Mills,  in  about  1972,  had  the  sales  tax 
law  changed  so  that  gasoline  became  subject  to  the  sales 
tax.  ^  Before  that,  it  had  been  exempt  from  the  sales  tax. 
About  that  time  [1973-1974],  the  first  big  gasoline  shortage 
came  on,  and  gas  stations,  which  had  been  a  mere  nothing  in 
the  sales  tax  world,  suddenly  became  big  money. 
Administratively,  even  though  I  heckled  the  staff  on  the 
thing,  we  didn’t  handle  it  very  well,  and  we  ended  up  with 
some  severe  sales  tax  scandals. 


1.  S.B.  325,  1971  Reg.  Sess. ,  Cal.  Stat. ,  ch.  1400. 
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Scandals? 

Oh  yes.  What  happened  was  that  you  get  these  guys,  they’d  go 
in  business  for  two  or  three  years,  no  more  than  that,  and 
they’d  underreport  their  sales  tax  drastically.  Then,  they’d 
go  to  Lebanon  or  someplace.  We  lost  a  lot  of  money  on  that. 
We  ran  into  some  straight-out  fraud  cases  on  the  thing. 

But  the  thing  that’s  happening,  the  annual  report,  I  believe 
it’s  1979-1980,  comes  right  out  and  notes  this.  That  was  the 
year,  I  believe,  that  the  revenue  you  got  off  the  gasoline 
sales  tax  increased  something  like  48  [percent]  or  49  percent- 
in  a  single  year.  The  thing  that  struck  me,  my  heavens,  why 
wasn’t  there  more  voter  outrage  at  that  along  the  way  there 
was  with  Prop.  13? 

Yes,  but  the  price  of  gasoline  went  up.  Evelle  Younger,  when 
he  was  attorney  general,  made  an  interpretation  of  the  sales 
tax  law  that,  if  you  posted  the  price  of  a  thing  like 
gasoline  and  included  the  gas  tax,  you  also  had  to  include 
the  sales  tax.  You  couldn’t  post  a  price  less  the  sales  tax, 
so  that  you  always  bought  gasoline  with  all  the  taxes 
included.  There  was  a  short  period  where  people  tried  to  do 
it  otherwise.  I  wrote  Evelle  a  thank-you  letter  on  that 
one.  I  said  that  helped  us  a  lot.  I’m  probably  the  only  one 
that  did.  But  it  was  good  consumer  law  at  the  time,  and  it 
was  good  tax  law.  But  people  didn’t  blame  the  increase  on 
the  sales  tax;  they  blamed  it  on  the  Arabs,  So  we  never 
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caught  much  flak  on  that.  When  it  first  became  taxable,  I 
did  get  some  squawk,  which  I  was  rather  rude  to,  I  might 
add.  But  I  just  couldn’t  see  what  all  the  thing  was  about. 
The  important  thing  about  it  was,  it  gave  local  government  a 
good  base  for  taxes  they  didn’t  have  before  because,  if 
gasoline  wasn’t  subject  to  [sales]  tax,  then  they  didn’t  get 
the  local  tax.  Once  it  became  subject  to  [sales]  tax,  they 
got  the  local  tax. 

Was  it  still  four  and  three-quarters  cents  going  to  the  state 
and  one  and  a  quarter  going  to  the  local? 

No.  One  quarter  went  to  some  weirdo  law,  some  transportation 
law  that  Mills  invented. ^  God,  that  formula  would  just  beat 
me.  I  never  could  understand  where  that  quarter  came  up. 

But  that  came  in  the  1972  act.  Before  that,  it  had  been  five 
cents  locally  and  one  cent  to  the  state.  I  think  that 
quarter  percent  goes  to  transportation  purposes.  In  other 
words,  for  streetcars,  roads,  stuff  like  that.  Mills  was  all 
into  streetcars  and  railroads  even  back  in  those  days.  He 
wanted  to  get  California  back  on  to  the  railroads.  Remember, 
there  was  a  subsidy  of  the  tracks  into  San  Francisco,  on  the 
peninsula.  That  was  paid  for  by  that  money.  That  was  one 
other  thing. 


1.  For  citation,  see  above,  p.  426. 
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So,  obviously,  this  increase  in  gasoline  was  another  factor 
that  for  awhile  helped  to  lessen  the  impact  of  Proposition  13 
on  local  government . 

Right,  but  there  had  been  all  these  rate  reductions  in  the 
income  tax  and  the  indexation  of  the  income  tax.  What  was 
the  other  one?  The  exemption  of  business  inventories?  It 
seems  to  me  there  was  another  one.  Then,  the  inheritance  tax 
became  exempt,  somewhere  along  in  there.  There  was  quite  a 
lot  of  tax  returned  to  the  people  in  California,  quite  a 
lot.  It  seems  to  me  there  was  one  more  big  one;  I  can’t 
remember  what  it  was. 

The  final  thing  I  want  to  mention  was,  around  1984,  I  believe 
it  was,  California  puts  in  the  lottery.  Now,  I’m  curious. 

Was  the  state  board  at  all  consulted  on  that  proposition?^ 

No,  we  weren’t.  That  was  an  initiative,  as  you  remember,  and 
the  people  who  put  the  initiative  together  were,  basically, 
this  company  from  Atlanta  that  sold  the  material  for  the 
thing.  That’s  what  it  all  boiled  down  to.  They  really  did 
some  funny  things.  One  of  the  things  they  did  is  that  when 
that  measure  became  effective,  to  reach  all  these  stores 
around  California  where  they  were  going  to  sell  lottery 
tickets,  they  put  in  a  data  processing  system  that  was  so 
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much  better  than  the  rest  of  the  state  had,  it  was 
unbelievable.  I  don’t  know  if  you’ve  ever  been  to  buy  a 
lottery  ticket,  but  that’s  an  online  system.  It’s  such  high 
quality  that  it’s  just  like  being  instantaneous.  It  reads 
the  store  and  everything.  You  just  push  the  buttons  and  it 
reads  up  in  Sacramento  and  here  it  reads  back  and  prints  the 
tickets.  Go  and  get  one  sometime  or  have  the  guy  show  you 
how  it  works .  But  we  and  the  Department  of  Motor  Vehicles 
needed  one.  A  whole  lot  of  us  were  wondering  how  in  the  name 
of  God  did  this  crazy  lotto  system  get  a  process  like  that 
when  we  needed  a  system  like  that.  I  mean,  ours  had  a 
seventeen-second  delay.  We  got  it  down  to  eleven  seconds, 
but  we  were  making  11,000  or  12,000  inquiries  a  day. 

Multiply  that  times  eleven  seconds,  you’re  talking  about  a 
lot  of  money  in  lost  employee  time.  And  here  was  this  crazy 
lottery  with  a  high-speed  special  line,  dedicated  lines  and 
all  that  stuff.  I  thought  it  was  a  fraud;  all  of  our 
employees  thought  it  was  a  fraud.  But  George  Reilly,  who  was 
not  on  the  board  at  that  time,  always  favored  the  lottery  as 
a  great  fund  raiser.  Of  course,  it’s  just  a  mere  nothing  in 
California.  What  do  we  have,  a  $30  billion,  $40  billion 
budget  now?  It  raises  $500  or  $600  million,  and  that’s  it. 
Let  me  just  say  one  thing.  A  lottery  is  a  business  venture, 
and  if  you  don’t  have  new  ones,  you’re  not  enterprising  new 
ideas  all  the  time,  not  generating  a  lot  of  publicity,  it 
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just  doesn’t  go.  And  that’s  your  problem:  you  have  to  keep 
interest  up  or  you  don’t  sell  any. 

So  it  was  not  particularly  a  major  factor  in  offsetting  Prop. 
13. 

Like  horse  racing  tax,  $100  million  a  year.  Forget  it. 

I’d  like  to  turn  to  some  totally  unrelated  things  to 
Proposition  13.  The  first  of  these  is  based  on  a  law.  In 
1981,  the  State  Employee-Employer  Relations  Act,  SEERA,  was 
put  in,  providing  for  collective  bargaining  in  all  state 
agencies. 1  Shortly  after  that,  I  begin  to  see  the  annual 
reports  spending  a  lot  more  time  on  staff  training  programs 
and  employees  and  so  forth.  Had  there  been  any  labor 
difficulties  within  the  agency?  Or  is  all  this  a  reaction  to 
SEERA? 

I  don’t  think  anybody  on  the  board  ever  took  SEERA  very 
seriously.  We  always  had  one  or  two  employees  who  had  been 
active  in  CSEA,  the  California  State  Employees  Association. 
They  were  not  particularly  influential  employees  in  the 
board.  We  had  people  who  were  active  in  CSEA,  I  think, 
primarily  for  the  social  life  rather  than  the  union 
activity.  As  you  remember — you’re  not  quite  an  old  enough 
state  employee — but  the  only  way  you  could  get  health 


1.  S.B.  668,  Reg.  Sess.  1981-1982,  Cal.  Stat.,  ch.  230. 
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insurance  for  a  long  time  was  to  be  a  member  of  CSEA.  So 
that  had  a  lot  of  members  in  for  those  reasons.  They  had  the 
federal  employees  credit  union.  All  these  things  all  tied 
together.  But  as  a  union  force,  it  never  amounted  to  a  hill 
of  beans,  as  far  as  I  could  see.  It  was  not  an  important 
factor.  You  had  to  keep  it  from  getting  out  of  hand  by 
planning  for  it,  but  it  didn't  change  the  organization  that  I 
can  recall.  You  did  have  some  grievances.  The  state  had 
always  had  grievance  procedures.  I  think  they  got  a  little 
more  serious  with  SEERA.  All  the  bargaining  with  different 
groups  was  done  by  the  governor’s  office,  whereas  before,  I 
think,  some  of  the  departments  had  been  involved  in  some  of 
the  bargaining  things.  One  that  the  State  Board  of 
Equalization  was  particularly  concerned  about  was  sick 
leave.  I  did  go  to  the  guy  that  Deukmejian  appointed;  it 
d i dn  ’ t  b  ecome  effective  until  D  eukme j i an  was  gov e rn or.  I 
think  there  was  some  kind  of  litigation  there  or  something 
that  kept  .  .  . 

de  GRAAF:  I  know  the  first  collective  bargaining  contracts  were 

1982-1983. 

NEVINS:  Whenever  Deukmejian  was  in  because  they  weren’t  there  when 

Jerry  was  there.  I  told  them  that  there  had  been  serious 
abuse  in  sick  leave  and  what  they  ought  to  try  to  do  was  have 
some  way  to  cash  some  of  it  out  and  combine  it  with  vacation 
time  because  that’s  what  everybody  was  doing,  was  using  sick 
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leave  for  vacation.  I  think  they  did  do  that  a  little  bit; 
they  did  cut  down  on  sick  leave.  But  we  were  having  serious 
problems  with,  particularly,  our  female  employees  on  sick 
leave;  they  were  abusing  it  seriously.  We  would  run  into 
situations  where  the  office  wouldn’t  be  operable  on  Monday. 
Well,  Friday  was  usually  the  worst  one.  We’d  get  down  so 
that  there  was  hardly  anybody  there.  We’d  beat  on  the 
supervisors  and  play  hardball.  We  improved  our 
administration  a  lot  on  that,  but  still  we  had  excessive  sick 
leave.  If  you  just  take  a  single  day,  it’s  pretty  hard  to 
beat  on  the  employee.  I  don’t  know  if  you’ve  ever  been  an 
employer.  The  way  the  system  works  is,  you’re  supposed  to 
get  a  note  from  your  doctor.  Well,  apparently  there  are 
doctors  out  there  that’ll  give  a  letter  to  anybody  for 
anything.  But  they  don’t  make  much  of  an  issue  about  it  on 
one  day.  So  if  you’re  out  Monday  and  say,  "Well,  I  got  sick 
on  the  weekend  and  couldn’t  come  back  Monday,"  it  was  pretty 
hard  to  do  too  much  if  they  came?  back.  So  what  would  happen 
is,  you  would  see  people  that  had  two  weeks  of  vacation  and 
two  weeks  of  sick  leave  having  just  a  three-day  weekend  all 
year  long.  There  was  another  benefit  that  came  in  there.  If 
you  used  up  all  your  sick  leave,  then  you  got  on  some  kind  of 
unemployment  or  health  program  that  was  available  to  private 
employees.  In  other  words,  a  1  percent  tax  on  your  salary  if 
you  work  in  private  industry  pays  for  this  program.  So  the 
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NEVINS:  state  put  in  a  similar  program  with  about  the  same  kind  of 

benefits.  It  really  doesn’t  fit  very  well,  and  the 
legislative  history  is  pretty  weak.  It  was  sort  of  an 
afterthought  to  make  state  employees  the  same.  If  you’re  a 
real  malingerer,  you  then  go  under  this  leave  that  this  thing 
is  and  you  get  paid  so  much  a  day.  So  it’s  pretty  hard  for  a 
low-paid  employee  to  run  out  of  sick  leave.  It  doesn’t  do 
anything  for  a  high-paid  employee  because  the  amount  you  get 
under  this  program  is  too  small  to  make  it  worth  doing. 

de  GRAAF:  I  have  a  few  changes  in  the  board.  You  were  mentioning 

earlier  today  how  you  managed  to  get  reapportionment  so  you 
had  a  Democratic  district.  But  the  fascinating  thing  to  me; 
is  the  delay  in  r ©apportionment .  You  didn’t  get 
reapportioned  in  the  eighties  until  1983,  after  the  election 
of  November  1982.  Have  any  idea  why?  I  know  all 
reapportionment  was  slowed  up. 

NEVINS:  It  seems  to  me  the  Republicans  got  the  reapportionment 

measure  that  was  passed  by  the  legislature  in  1981  thrown  out 
for  some  reason. ^ 


1.  The  reapportionment  plan  approved  by  the  Democratic-control led 
legislature  in  1981  was  subject  to  a  referendum.  The  California  Supreme 
Court  refused  to  void  the  referendum  on  the  legislature’s  plan  in 
Assembly  of  the  State  of  California  v.  George  Deukmejian,  30  Cal.  3d  638 
(1982),  and  in  June  1982  it  appeared  as  three  measures:  Proposition  10 
(Congressional  Districts);  Proposition  11  (Senate  Districts);  and 
Proposition  12  (Assembly  Districts).  All  three  propositions  were 
defeated  by  a  margin  of  nearly  2  to  1,  thus  ending  the  first  effort  at 
1980s  reapportionment.  None  of  the  ballot  propositions  would  have 
redrawn  the  Board  of  Equalization  districts. 


434 


de  GRAAF: 
NEVINS: 


de  GRAAF: 
NEVINS: 


They  contested  it  in  court. 

And  they  won.  The;  decision  was  a  little  on  the  Mickey  Mouse 
side.  The  people  who  ran  in  1982  ran  in  their  old  districts, 
as  I  recall.  I  must  have  been  up  at  the  time,  I  just  can’t 
remember.  We’re  talking  about  legislative  and  Board  of 
Equalization  districts;  we  ran  in  our  old  districts.  The 
congressional  races  had  to  be  run  in  new  districts  because  we 
got  more  congressmen,  and  they  wouldn’t  let  you  run 
statewide.  Then,  what  they  did  is,  they  had  this  legislative 
session,  as  I  remember,  in  December,  and  in  a  two-  or 
three-day  period,  passed  a  bill  reapportioning  the  board. 

Then  our  bill,  which  we  got  sort  of  independently  passed,  was 
amended  with  the  legislative  and  congressional 
reapportionment,  in  which  they  made  some  changes  in  the 
congressional  districts.  That  became  the  reapportionment 
bill  and  was  not  overturned  by  the  court. ^ 

That  was  not  until  1983. 

Yes,  but  I  think  it  became  effective,  like,  January  5  or 
something  like  that.  It’s  one  of  those  things  where  it  was 


1.  A.B.  2,  1983-1984,  First  Ex.  Sess.,  Cal.  Stat.,  ch.  8.  This 
act  was  passed  after  voters  rejected  a  Republican  initiated 
constitutional  amendment  [Proposition  14  (November  1982)]  that  would  have 
transferred  reapportionment  to  a  commission.  The  vote  was  45.5  percent 
to  54.5  percent  no.  This  was  apparently  the  first  and  only  of  the  series 
of  reapportionment  measures  and  suits  in  the  early  1980s  that  included 
districts  for  the  Board  of  Equalization. 
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passed  while  Jerry  was  still  governor;  he  signed  it.  Then, 
yon  remember,  there’s  this  ninety-day  delay  or  whatever  it  is 
before  the  bill  becomes  effective.  Deukraejian  comes  in  and, 
of  course,  he  couldn’t  veto  a  bill  that  his  predecessor  had 
signed,  so  that’s  why  it  came  in  1983. 

That  reapportionment  had  the  effect  of  further  reducing  in 
size  your  district,  didn’t  it? 

Right . 

It  cut  off  the  West  Los  Angeles  part? 

What  we  did  is,  we  had  a  new  member,  Conway  Coll is,  who  lived 
in  the  Santa  Monica  area.  So  what  I  did  was,  I  put  him  over 
there.  It’s  a  funny  thing.  His  campaign  thing  was  the  BAD 
campaign,  Rerman-D ’ Agostino,  and  so  they  were  supposed  to 
have  been  the  great  people  who  worked  on  reapportionment. 
Howard  Berman’s  brother,  whatever  his  name  is  [Michael],  had 
worked  with  [A.  Phillip]  Burton  on  reapportionment  for 
Congress.  You’d  think  that  they  would  have  given  Collis  a 
lot  of  advice  on  reapportionment.  Actually,  Conway  had  no 
concept  of  what  reapportionment  was  all  about.  He  had  no 
idea  what  the  mechanical  problems  were  and  how  to  do  it. 

It’s  really  not  that  hard.  If  you  want  to  find  out  someday, 

I’ll  tell  you  how  to  do  it.  But  I  did  it;  I  did  all  the 
mechanical  work  for  the  bill.  Then,  I  had  the  Republican 
caucus  check  it  out  because  I  couldn’t  get  the  goddamn 


Democratic  senate  or  assembly  to  do  it  for  me. 
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Is  this  in  the  1970  reapportionment? 

We’re  talking  here  about  this  1980  one*  You  have  to  have  it. 
checked  out  mechanically  because  there’s  a  problem  of  two 
people  being  in  the  same  district*  What  do  they  call  those? 
They  call  them  census  tracts.  That’s  what  the  thing  is,  a 
census  tract.  You  have  to  justify  it  so  that  you  don’t  have 
two  people  in  the  same  one  and  that  kind  of  junk.  You  can’t 
have  any  voids.  So  you  have  a  program,  which  the  Republicans 
have — it  was  legislatively  financed — and  so  we  made  a  deal 
with  the  Republicans  to  check  our  machine,  check  our  program 
with  theirs.  How  do  you  like  that?  They  wanted  to  be  in  on 
the  reapportionment  to  see  how  you  did  it.  The  only  one  they 
really  did  was  ours  because  we  couldn’t  get  the  Democrats  to 
do  it.  Anyway,  we  got  it  done.  They  didn’t  object  to  it 
because  we  took  care  of  Dronenburg.  See,  we  improved  his 
district  a  little  bit.  We  gave  him  Mono  and  Inyo  counties, 
which  were  more  Republican.  We  couldn’t  have  Kern;  we 
probably  could  have  given  him  Kings,  But  anyway,  we  gave  him 
the  back  country  and,  of  course,  San  Diego  and  Riverside, 
Orange,  [and]  Imperial  counties.  He  was  satisfied  with  the 
district,  although  he  liked  Kern  County.  We  said,  " Forget 
it,”  and  gave  that  to  Collis,  who  hardly  knew  where  those 
places  were.  The  only  person  that  was  dissatisfied  with  that 
plan  on  the  board  was  Bennett.  Collis  would  have  liked  me  to 
give  up  more  Democrats  to  him.  I  said  to  him,  "Collis,  if  I 
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gave  you  more  Democrats,  then  we’d  create  a  district  that  a 
minority  person  can’t  win,  I  can  make  your  district  more 
Democratic  but  then  I  make  it  an  Anglo  district.  You  really 
want  to  be  accused  of  making  an  Anglo  district  out  of  my 
district?”  He  didn’t  really  want  to  carry  that  one,  so  that 
took  care  of  that.  Of  course,  a  black  did  try  to  run;  Nate 
Holden  tried  to  run  in  that  district.  He  never  got  his 
campaign  together,  but  he  could  have  won  the  district  if  he’d 
been  nominated;  there  wasn’t  any  question  about  that. 

This  was  when  you  decided  not  to  seek  another  seat  in  1986. 
Right.  He  could  have  won  the  district,  there’s  no  question 
about  that.  And  that’s  what  I  had  in  mind,  was  creating  a 
district  that  a  minority  person  could  win.  I  don’t  want  to 
go  through  all  the  harangue  unless  you  want  to  spend  the  time 
on  reapportionment. 

No.  I  was  just  curious  as  to  why  it  hadn’t  been  been  passed 
until  1983. 

As  I  said,  I  had,  in  effect,  absolute  power  :in  this  area,  so 
I  could  design  it  any  way  I  wanted.  I  made  decisions  like 
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You  mentioned  Conway  Collis,  who  comes  on  the  board  after  the 
1982  election. 

No.  Mr.  Reilly  resigned,  and  he  was  appointed. 

Before  the  election? 

He  was  nominated.  But  Reilly  resigned,  so  he  was  appointed 
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to  fill  the  vacancy*  He  was  lucky  because  a  lot  of  people 
that  get  into  that  have  been  defeated  in  the  general 
[election],  and  he  was  in  a  close  district.  But  his  opponent 
wasn't  able  to  make  much  out  of  that,  so  he  won  narrowly;  he 
didn't  win  by  very  much. 

According  to  his  bio,  and  a  few  other  things  I've  read  about 
him,  he  is  posed  as  quite  a,  you  might  say,  populist  and 
activist  type  of  board  member.  Was  he  really  that  much 
different  from  others  in  his  open  offices  policy  and  trying 
to  get  tax  participation  and  so  forth? 

He  was  very  big  on  public  relations  gestures.  If  you  read 
the  paper,  he's  still  on  it.  Yesterday,  he  was  in  with  Elihu 
Harris,  somebody  from  the  Alameda  County  area,  Oakland  area, 
on  this  taxpayers'  bill  of  rights.  He's  very  big  on  all  that 
kind  of  stuff.  But,  basically,  he  never  got  a  real  handle  on 
what  it  was  like  to  be  a  board  number.  He  had  all  these 
other  agendas  that  he  was  interested  in,  raising  money  for 
this,  that,  and  the  other  thing.  I  don't  think  he  ever 
realized  what  being  a  board  member  was  all  about.  I  think 
he's  still  having  trouble  with  that.  He's  decided  not  to  run 
again,  made  an  announcement  on  that,  which  I  would  have  told 
him  never  to  do.  He's  one  of  these  guys  that  makes  up  his 
mind  about  what  he  wants  to  do  and  then  goes  out  and  tries  to 
find  the  facts  to  fit  it.  I  find  that  somewhat  difficult 


myself.  He  made  up  his  mind  that  the  board  was  ant i taxpayer , 
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which  I  think  is  just  about  as  far  from  the  truth  as  you  can 
get,  and  that  he  was  going  to  look  out  for  the  taxpayer.  He 
never  did  much  about  it,  really.  He  went  out,  went  to  his 
offices  and  all  that.  Well,  hell,  you’re  supposed  to  go  to 
your  offices.  Some  of  the  things  he  did  he  should  have  been 
doing  anyway,  but  he  made  a  big  noise  about  a  lot  of  stuff. 
But  he  really  didn’t  do  that  much.  He’d  come  to  meetings 
poorly  prepared.  In  my  opinion,  he  was  not  a  productive 
board  member  while  I  was  there,  and  I  understand  there  hasn’t 
been  much  change. 

de  GRAAF:  Some  new  programs  come  to  the  board  during  the  early 

eighties.  One  was  the  Hazardous  Waste  Act  of  1982,^  which, 
apparently,  had  virtually  two  different  programs.  One,  you 
were  to  levy  a  certain  fee  on  disposal  sites,  and  the  other, 
levy  a  certain  fee  on  those  who  generated  waste,  and  then, 
later  on,  those  two  got  merged,  sort  of. 

NEVINS:  As  I  recall,  this  is  one  of  these  measures  that  was  an 

industry-written  bill.  It  was  supposed  to  fit  in  with  the 
federal  program,  the  super fund.  I’m  going  to  confess  to  you 

that  I  never  understood  all  the  intricacies  of  it.  It  was 


I.  The  basic  definition  of  hazardous  waste  and  the  Hazardous 
Waste  Management  Council  was  established  by  A.B.  1543,  1982  Reg.  Sess., 
Cal.  Stat.,  ch.  89,  The  role  of  the  BOE  as  the  depository  of  site  fees 
and  formulas  for  the  waste  generation  fees  were  set  forth  in  A.B,  69, 
1982  Reg.  Sess.,  Cal.  Stat.,  ch.  1244. 
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what  Mr.  Dronenburg  characterized  as  a  " cookie  jar"  tax.  The 
board  continuously  went  after  the  legislature  on  that.  We 
got  them  because  we  could  administer  them  inexpensively.  But 
we  said  stuff  like  this  is  the  pits,  that  you  end  up  having  a 
revenue  measure  tied  to  a  program  and  you  never  know  if 
you’re  getting  the  right  amount  of  revenue  or  not.  In  this 
case,  you  had  an  industry  that  was  hard  to  regulate.  There 
were  serious  problems  about  whether  we  ever  got  the  right 
amount  of  tax,  although  we  ran  a  pretty  good  audit  program 
and  picked  up  a  lot  of  tax.  We  certainly  had  some  big  fights 
with  the  industry  people.  A  lot  of  it  was  on  the 
interpretation  of  the  language  in  the  act,  which  was  pretty 
weird.  We  tried  to  interpret  it  the  way  it  was  written  and 
the  way  we  believed  the  intent  of  the  law  was,  and  they 
always  tried  to  say,  "No,  this  is  the  intent,"  and  they’d 
bring  up  a  letter  of  some  legislator  that  had  worked  on  that, 
which  didn’t  seem  to  tie  in  with  what  they  actually  passed. 
What  were  some  particular  issues,  do  you  recall? 

The  first  one  was,  "What  is  hazardous  waste?"  Then,  "Who  was 
a  generator  of  it?"  One  of  the  ones  that  we  had  a  lot  of 
trouble  with  is  oil  wells.  Are  you  familiar  with  the  oil 
business  at  all?  You  should  be.  When  you  pump  oil  out  of 
the  ground,  you  get  salt  water.  The  salt  water  is  just  full 
of  awful  stuff,  and  you  have  to  separate  that  from  the  oil. 


In  Los  Angeles  County,  they  used  to  have  a  special  line  that 
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ran  it  down  to  Long  Beach  from  all  the  wells  all  around. 

It’s  on  the  way  down  to  your  chancellor’s  headquarters.  This 
is  very  poisonous,  horrible  stuff;  you  have  to  get  rid  of 
that.  Getting  rid  of  it  has  been  sort  of  hit  or  miss  in 
places  like  Kern  County.  The  people  who  had  had  these  wells 
said  they  shouldn’t  pay  the  tax  because  the  people  that  wrote 
the  bill  thought  that  they  weren’t  covering  these  people. 
Well,  of  course,  it  was  poisonous  and  it  was  hazardous,  so  we 
had  a  lot  of  fights  about  what  happened  to  that  stuff, 
whether  it  was  reinjected  [into  the  ground].  If  it  was 
reinjected,  we  said,  "You  produced  it.  Even  though  you 
reinjected  it,  it’s  still  subject  to  tax  because  it  wasn’t 
excluded."  Somebody  had  to  inspect  to  see  whether  you  were 
doing  it,  and  all  that  sort  of  thing.  We  had  a  lot  of 
fights.  I  don’t  know  whether  those  things  got  litigated  or 
not  because  those  issues  were  decided  in  my  last  couple  of 
years.  You  don’t  always  know  what’s  going  to  be  litigated 
until  a  lot  of  baloney  has  gone  by.  T  might  not  have  known 
or  had  a  chance  to  find  out.  That’s  one  of  the  issues. 

Another  one  was  flared  gas.  I  don’t  know  whether  you’ve 
ever  seen  a  big  refinery  but  you  see  those  flames  on  top? 
Those  gases  are  not  good  for  anything  and  considered  a 
waste.  Sometimes  you’re  legally  allowed  to  burn  them  but 
sometimes  you  have  to  separate  all  the  bad  stuff  out  and  then 
burn  them.  There’s  a  Getty  refinery  way  up  in  northern 
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California  someplace.  We  had  an  awful  fight  with  them  about 
this  material  that  was  under  this  act,  and  then,  whether  we 
should  have  a  sales  tax  on  it.  God,  it  just  went  on 
forever.  I  don’t  remember  all  the  facts,  but  it  was 

miserable.  Some  of  it  was  used  to  heat  boilers.  So  we  said, 

"There’s  a  use  tax  on  that."  Some  of  it  was  flared.  It 

seems  to  me  we  got  involved  with  a  hazardous  waste  dump.  I 

don ’  t  kn ow .  I  can ’ t  r ememb e r  all  those  gruesome  de t a i 1 s . 

It’s  one  of  those  kinds  of  taxes  where  you  have  to  sit  down, 
and  you  look  at  it  while  you’re  on  the  hearing  and  you  can 
get  on  board.  Then,  there  are  so  many  loose  ends  out  there 
that  once  you  get  away  from  it,  you  can’t  remember  the 
stuff.  I  could  get  back  on  board  in  a  few  minutes,  if  you 
hand  me  one  of  those  cases,  and  tell  you  why  I  did  what  I 
did.  But  I  just  can’t  remember  offhand. 

But  it  does  seem  as  though,  bit  by  bit,  the  tax  law  is 
getting  more  and  more  complicated. 

That’s  right,  it  was.  All  the  time.  All  the  tax  laws  are 
getting  more  complicated.  That  seemed  to  be  what  Americans 
liked,  is  complicated  tax  laws.  You  haven’t  got  to  the  one 
on  energy. 

The  energy  surcharge?  Yes, 

God,  what  a  pain  in  the  neck.  That  was  designed  by  these 
bright  young  people  who  were  all  hot  for  the  environment,  and 
it  just  was  terribly  difficult  to  administer.  I  think  they 
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finally  got  rid  of  that  whole  program  but  it  was  just  a 
mess.  The  program  was  supposed  to  be  implemented  through  tax 
credits  in  the  income  tax.  I  guess  the  credits  were  paid  for 
by  the  tax  on  the  fuel  or  something.  I've  forgotten  what  all 
the  facts  were.  But  it  was  just  a  zoo  to  administer.  What 
would  happen  is  that  you'd  get  a  credit  for  getting  a  water 
heater  that  met  certain  qualifications.  In  order  to  get  the 
credit,  you  had  to  go  to  somebody  ahead  of  time  that  said 
that  this  was  the  right  thing  for  your  house.  Even  though 
the  thing  you  bought  was  the  right  thing,  if  this  person 
didn't  do  it  ahead  of  time.  ...  I  think  you  were  supposed 
to  have  an  energy  analysis  or  something  of  your  home.  What 
would  be  the  word  for  it?  The  gas  company  was  one  of  the 
people  that  did  it.  If  you  didn't  have  it  before  you  got  the 
thing,  you  didn't  get  the  credit.  The  bill  was  written  so 
that  that  was  the  only  way  you  could  get  it.  Then,  people 
would  appeal  to  us,  saying,  "Gee,  I  did  everything  and  I 
don't  get  it."  We'd  say,  "Well,  if  you  don't  do  this,  you 
don't  get  it."  Then,  they'd  do  something  that  was  like  what 
they  were  supposed  to  but  it  wasn't  approved  by  the  energy 
system,  but  it  would  get  the  same  result.  They  didn't  get 
it.  We  just  said,  "We  didn't  write  this  act.  It  says  if 
they  don't  approve  it,  you  don't  get  it,  period.  If  you 
don't  think  the  act  is  sensible,  we  don't  think  it's 
sensible,  either."  [Laughter]  "We  don't  think  things  like 


this  should  be  administered  this  way. 
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Sess. ,  Cal 


I’ll  bring*  one  more,  then  I’ll  sort  of  bring  them  together. 

In  1984,  there  was  the  [Gwen]  Moore  telephone  act.^  It 
seems  like  it  was  an  effort  to,  in  effect,  subsidize 
low- income  people  with  basic  telephone  service? 

Yes,  that’s  exactly  what  it  was:  $2.50  a  month.  In  other 
words,  if  you  were  a  lower-income  person,  you  could  have  a 
phone  that  would  give  you  twenty  calls  a  month  for  $2.50  a 
month.  It  would  be  a  single  line  into  your  house.  Lots  of 
people  use  it  for  vacation  homes  and  stuff  like  that.  There 
was  no  means  test;  anybody  could  get  it.  The  funny  thing 
about  it  is  that  nobody  ever  used  all  the  money  up  that’s  in 
the  fund.  The  program  has  now  been  abandoned,  and  this  tax, 
just  like  the  911,  is  now  part  of  the  telephone  bill.  You 
don’t  have  a  special  tax  for  that  anymore.  Moore’s  thing*  was 
put  in  the  rate,  too. 

Is  the  state  board  now  relieved  of  responsibility  for  either 
of  those? 

Those  taxes  were  easy  to  collect.  The  Moore  telephone  tax, 
we  just  collected  from  the  phone  company.  If  they  couldn’t 
collect  it  from  their  customers,  then  we  had  to  try  to 
collect  it.  The  customers  would  short  out  that,  especially 
the  911,  whe^n  it  first  came.  Because  there  were  a  lot  of 


Moore  Universal  Telephone  Service  Act,  A.B.  1348,  1983  Reg. 
St at.,  ch.  1143. 
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counties  [that  didn't  adopt  it,  at  first].  And  L.A.  was  one 
of  the  last  counties  to  go  into  the  911  program.  Since  they 
weren't  getting  it,  they  didn't  want  to  pay  the  tax.  So  we'd 
fight  with  those  folks.  On  the  Moore  thing,  the  same  thing. 
We  never  had  as  much  squawk  with  the  Moore  as  we  had  with  the 
911,  Sort  of  funny,  isn't  it? 

Where  does  it  get  the  name,  by  the  way?  Moore. 

That's  the  name  of  the  legislator,  Gweri  Moore.  She  was  on 
the  Public  Utilities  Committee,  so  she  got  to  know  quite  a 
lot  about  things.  At  that  time,  the  telephone  company  didn't 
want  to  be  loaded  up  with  these  other  charges.  We  thought  it 
was  just  ridiculous.  People  that  use  phones  ought  to  pay  the 
charges  that  go  with  the  phones.  Nine-eleven,  you  know,  be 
able  to  make  an  emergency  call,  you  don't  need  a  tax  for 
that.  Of  course,  there  were  a  lot  of  exemptions  from  the 
tax.  You  could  not  collect  it  from  the  federals — they  had 
sovereign  immunity;  it  was  weird.  I  think  they've  got  rid  of 
those.  I  don't  know  about  the  energy  surcharge.  But  that 
tax  credit  program  has  been  abolished,  I  know  that. 

I  think  it  has,  yes. 

I'm  sure  it  has.  But  I  think  the  energy  tax  is  still  there. 
The  thing  that  strikes  me  is  that  after  decades  of  more  or 
less  general  taxes  on  everybody  for  everything,  to 
characterize  policies  with  few  exceptions,  suddenly,  in  the 
seventies  and  early  eighties,  you  go  into  this  whole  series 
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of  specialized  [taxes].  Transit  district  taxes  would  be 
another  example. 

Bottle  bills. 

Can  you  explain  this  reticence  to  use  either  the  general  fund 
or  general  taxations  for  these  things?  Instead,  every  time 
you  have  a  cause,  be  it  energy  or  telephone  or  whatnot,  you 
create  a  separate  tax  for  it. 

I  think  you  had  a  number  of  factors  going  with  you  there. 

One  is  that  the  governors  didn’t  want  to  have  any  general 
revenue  increases.  In  other  words,  it’s  something  Deukroejian 
didn’t  and  Jerry  didn’t.  Jerry,  basically,  only  passed  one 
general  tax  measure  during  his  whole  time,  and  that  was  the 
gas  tax  increase  of  two  cents  a  gallon,  which  went  into  place 
after  he  left  office,  literally.  Like,  he  went  out  of  office 
on  January  3;  the  bill  goes  into  effect  on  January  4.  I’m 
not  kidding,  that’s  literally  what  happened.  Then, 
Deukroejian,  of  course,  was  against  all  general  tax 
increases.  But  both  of  those  fellows  would  accept  these 
specialized  taxes.  The  legislature  was  more  inclined  to  pass 
those,  too,  because  they  didn’t  want  to  get  hung  with  general 
revenue  increases.  So  you  get  the  specialized  tax  to  take 
care  of  the  specialized  programs  of  a  specialized  group. 
Bottle  bills. ^  Well,  the  bottle  bill  really  didn’t  affect 


A. B.  2020,  1985- 1986  Reg.  Sess.,  Cal.  Stat.,  ch.  1290. 
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very  many  people;  it  just  affected  wholesalers  of  liquor  and 
soft  drinks,  as  I  remember.  It  was  collected  at  that  level 
because  there  weren’t  very  many  of  them.  They  objected  to  it 
and  all  that.  That  program,  I  don’t  think,  was  in  full  swing 
while  I  was  active.  The  bill  was  passed  earlier,  and  a  lot 
of  the  setup  work  had  been  done.  But  I  don’t  think  that  was 
in  place  while  I  was  in  office. 

I  don’t  think  it  was,  either. 

I  think  it  went  in  just  about  the  time  I  went  out. 

I  don’t  recall  the  annual  reports  through  1985-1986 

mentioning  it. 

I  think  that’s  the  way  it  worked  because  I  don’t  remember 
ever  being  head  to  head  with  that  one.  I  remember  it  being 

talked  about  for  a  long  period  of  time,  but  I  don’t  remember 

it  being  in  power. 

Did  the  board  make  many  protestations  to  the  legislature 
about  these? 

Yes,  we  sure  did. 

Because  they  do  seem  to  have  very  much  complicated  the  whole 
working  of  the  board. 

What  happens  is  that  the  telephone  company  or  whoever  ends  up 

paying  these  things,  they  just  add  that  as  an  expense  on 

their  rate  base,  the  expense  of  collecting  the  tax,  so  they 
didn’t  really  care.  They  were  inexpensive  to  collect.  Say 

you  collected  $1  million.  You  might  spend  $10,000,  $15,000  a 

year,  and  that’s  it.  Who’s  going  to  complain  about  that? 
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The  only  tax  which  seems  to  really  have  been  inefficient  to 
collect  was  that  [1976]  timber  yield  tax. 

Terrible.  That  was  passed  back  when  Jerry  Brown  was 
governor.  That  was  a  terrible  measure.  Everybody  was  so 
carried  away  with  saving  trees,  and  somebody  had  sold  them 
the  idea  that  if  you  had  a  property  tax,  he  would  cut  the 
trees  earlier.  I  don’t  think  it  had  any  effect  like  that 
whatsoever.  Now,  the  small  timber  owners- -meaning  small 
tracts  of  land,  not  small  trees — said  that  they  were 
particularly  hard  hit  by  the  property  tax.  But  T  never  felt 
it  was  that  big  a  problem.  I  could  tell  you  how  they  could 
have  avoided  the  tax,  but  I  won’t  go  through  the  whole 
thing.  But  there’s  a  way.  I  just  felt  that  there  was  just 
too  much  yakking  about  it.  I  felt  the  property  tax  actually 
wasn’t  that  bad.  And  the  costs  we  went  through  .  .  . 

Yes,  something  like  $13  per  $1,000  yield  when  most  other 
taxes  were  50  cents  per  $1,000  yield  or  something  like  that. 

I  think  it  was  $13  per  $100.  It  was  a  very  expensive  revenue 
method,  really  expensive.  It  had  so  many  artificial  parts  of 
it  where  you  made  these  judgment  calls,  which  had  quite  an 
effect  on  how  much  tax  you  were  going  to  pay.  It  was  weird. 
Now,  is  that  one  of  the  few  of  these  specialized  taxes  that 
you  had  to  set  up  a  whole  division  in  your  staff  to  carry  it 
out? 
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I  think  that  was  the  only  one  we  did.  What  we  did,  finally, 
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about  the  time  I  left,  was,  in  the  business  taxes,  we  set  up 
a  whole  unit  just  for  all  of  these  Mickey  Mouse  taxes.  I 
think  we  had  the  tobacco,  gasoline,  911,  energy  surcharge, 
all  those  were  all  put  in  one  unit  which,  by  that  time,  had 
about  thirty  people  in  it.  You’re  talking,  probably, 
collecting  $2  billion  a  year,  if  you  added  them  all 
together.  There  was  diesel  fuel;  there  was  a  special  tax  on 
aviation  fuel.  I  can’t  remember  all  of  them.  But  you  came 
pretty  close  to  $2  billion  because,  in  those  days,  you  got 
about  $800  [million]  or  $900  million  on  gasoline  tax,  about 
$300  [million]  or  $400  million  in  cigarette  tax.  The  rest  of 
them,  insurance  tax,  which  is  $400  [million]  or  $500  million, 
we  didn’t  really  collect  that.  We  assessed  it.  I  won’t  go 
through  what  that  means  in  English  because  it’s  a  waste  of 
time.  But  we  didn’t  do  much  in  that  one.  You  got  them  all 
there,  and  there  was  enough  to  have  a  regular  unit  to  collect 
it,  and  we  did. 

de  GRAAF:  Now,  dipping  back  into  the  middle  of  the  Brown 

administration  .  .  . 

[End  Tape  11,  Side  A] 

[Begin  Tape  11,  Side  B] 

de  GRAAF:  There  was  prolonged  litigation  with  some  businesses  over 

unitary  versus  nonun it ary  property.  Now,  how  did  that  fit 
into  the  taxation  system  and  why  was  it  such  an  issue? 
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The  Boar*d  of  Equalization  is  the  hearing  body  for  tax  cases 
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of  the  taxes  administered  by  the  Franchise  Tax  Board,  which 
administers  the  personal  income  tax  and  the  Bank  and 
Corporation  Franchise  Tax  Law.  Now,  the  issue  of  unitary 
versus  nonunit ary  comes  about  when  you’re  trying  to  figure 
out  what  part  of  the  income  of  a  corporation  that  does 
business  nationwide  or  worldwide  is  to  be  allocated.  What 
part  of  the  net  income  is  to  be  allocated  to  California? 
That’s  the  issue.  Early  on  in  the  administration  of  these 
taxes,  before  Californians  had  one — I  think  when 
Massachusetts  was  the  only  state  that  had  it — it  was  decided 
that  certain  kinds  of  activity  would  be  considered  to  be  held 
at  the  headquarters  of  the  company.  Income  that  would  be  in 
the  headquarters  would  be  if  you  owned  stocks  and  bonds,  the 
income  from  those  would  be  attributed  to  the  headquarters  of 
the  company.  If  the  company’s  headquarters  was  in  Boston, 
they  would  be  attributed  there.  So  what  happened  was  that 
Standard  Oil  Company  owned  a  big  interest  in  a  company  in 
Saudi  Arabia  called  Aramco,  or  Arab! fin" American  Oil  Company. 
This  was  a  very  trick  company.  The  history  is  this:  in 
about.  1927  or  1928,  Standard  Oil  of  California  discovered  the 
greatest  oil  fields  in  the  world  by  a  factor  of  about  150. 

In  other  words,  if  you  took  all  the  oil  in  the  world  and  put 
it  in  one  place,  this  one  field  is  150  times  bigger  than  all 
the  rest  of  them  put  together.  The  lifting  price  of  the  cost 


of  oil  in  Sauda  Arabia  was  nineteen  cents  a  barrel  in  about 


451 


NEVINS; 


1960.  In  other  words,  a  pipe  fourteen  inches  in  diameter 
under  pressure  from  the  well  comes  out  at  the  end  of  the  pier 
where  the  ships  are  and  pours  the  crude  into  the  ships. 
There's  no  pump,  no  nothing.  That's  what  we're;  talking 
about.  When  Standard  found  the  field,  it  was  not  a  big 
enough  company  to  develop  the  field,  so  it  joined  with 
Texaco,  Standard  [Oil  Company]  of  New  York — Soeony,  which  is 
now  Exxon — Mobil,  and  one  oth€;r.  Then,  there  was  a  single 
person  of  Armenian  extraction  who  owned  1  percent,  which  is 
big  money.  So  the  issue,  as  I  remember,  had  to  do  with 
Standard  Oil  Company  of  California  trying  to  say  whether  they 
should  apportion  the  value  of  that  stock — Standard  Oil's 
interest  was,  like,  10  percent — over  the  whole  enterprise  or 
have  it  taxed  at  its  headquarters  in  San  Francisco.  The 
issue  was  rather  complicated  because  the  way  Standard's 
ownership  was,  they  were  required  under  their  20  percent 
ownership  to  lift,  as  they  use  oil  in  the  oil  company's 
business,  their  20  percent  or  any  more  that  was  offered  them, 
if  they  could  take  any  more  than  they  wanted.  This  was 
Standard  Oil  of  California,  now  known  as  Chevron,  the 
principal  source  of  crude  in  the  world.  They,  of  course, 
built  tankers  and  refineries  to  take  what's  called  light 
Arabian  crude.  It’s  a  better  grade  of  crude,  by  the  way, 
besides  the  fact  that  there’s  more  of  it.  They  always  lifted 
more  than  their  20  percent.  There  was  another  company  in 
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what  I  call  the  Dutch  East  Indies,  what  you  call  Indonesia, 
called  Cal-Tex,  or  Standard  of  Cal  and  Texaco,  which  had  a  50 
percent  interest  in  a  similar  kind  of  oil  field,  so  the 
issues  were  the  same. 

So  the  question  is,  should  we  apportion  their  interest 
in  this  field  over  the  whole  enterprise  worldwide  or  to  the 
headquarters?  I  owned  250  shares  of  Standard  of  California 
stock,  so  I  didn’t  vote  on  it,  but  I  did  conduct  the 
meeting.  The  board  decided  about  1980  to  apportion  the 
Aramco  stock  over  the  whole  value.  I  don’t  think  we  did  that 
on  the  Cal-Tex,  but  I  know  we  did  it  on  the  Aramco. 

Naturally,  since  Standard’s  headquarters  was  in  San 
Francisco,  this  had  the  effect  of  reapportioning  that  Mobil 
stock  from  the  New  York  office  to  the  California  property,  so 
naturally  we  got  a  lawsuit  going  with  Mobil.  I  don’t  know 
what  the  status  of  that  is.  There’s  a  peculiarity  of  the 
hearings  we  had.  When  you,  the  taxpayer,  have  a  hearing  from 
an  assessment  by  the  Franchise  Tax  Board  before  the  Board  of 
Equalization,  you  can  win  outright.  The  Franchise  Tax  Board 
cannot  appeal.  So  when  we  ruled  in  the  taxpayers’  favor, 
that  was  the  end  of  the  line.  Naturally,  we  turned  down 
Mobil  because  it  was  the  same  issue,  sort  of  reversed.  So 
they’re  in  court  on  the  thing.  I  don’t  know  where  it  is 
now.  I’m  sure  it  will  be  in  one  of  the  annual  reports.  I 
didn’t  follow  it.  You  understand  what  I’m  talking  about? 
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I  understand  so  far,  but  there’s  a  broader  picture.  Did 
California  have  a  general  policy  of  unitary  reassessing 
mult inat ional  corporat ions? 

That’s  what  I’m  talking  about.  You  could  take  this  income 
from  this  stock  they  own  and  assign  it  all  to  the  San 
Francisco  office  and  tax  all  the  earnings  on  it,  which  were 
enormous.  That  stock  was  probably  equal  to  the  value  of  the 
company.  I  mean,  it  was  very  valuable;  it  was  the  real 
thing.  We  were  talking  about  the  years  before  the  [Saudi] 
Arabian  government  took  over  Aramco,  so  we’re  talking  about  a 
very  valuable  asset. 

I  just  gathered  from  bits  and  pieces  reading  that  this  became 
something  of  a  political  football  through  the  Brown  and  into 
the  1980s’  administrations,  that  Jerry  originally  was  all  for 
California’s  unitary  tax,  then  he  took  a  trip  to  Japan  and 
decided  if  we  got  rid  of  the  unitary  tax,  we’d  attract  more 
multinational  business.  Then,  after  Prop.  13,  he  decided  the 
money  was  worth  more  than  the  multinationals. 

No.  He  stayed  on  his  unitary  [views]  all  the  way. 

Did  he? 

Yes,  he  did.  People  who  prevented  him  from  carrying  out  his 
views  were  Bennett,  Nevins,  and  Cory. 

Why  don’t  y o u  e 1 ab orate  on  that  briefly,  then. 

Mr.  Cory  and  I  were  not  allies  on  many  things,  but  we  sure  as 
hell  were  allies  on  this  one.  He  felt  that  the  unitary 
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method  of  assessing  the  corporate  income  tax  was  a  reasonable 
formula,  and  it  was  easier  to  administer  than  the  federal 
system — I  can’t  remember  the  shorthand  name  of  it  but  it  was 
a  miserable  system— -and  that,  really,  when  you  looked  at  the 
overall  part  of  the  law,  when  companies  are  winners  and 
losers  over  a  long  period  of  time,  they  came  out  better  under 
the  unitary  system  than  the  other  systems.  California,  as 
you  probably  read,  has  a  three  factor  formula.  It’s  the 
percentage  of  employment  in  California  to  the  total 
percentage  of  employment — it’s  usually  measured  in  dollars; 
it’s  the  value  of  the  land  and  property  in  California  as 
compared  to  the  property  in  the  rest  of  the  world;  and  the 
percent  of  sales  in  California  as  a  percent  of  world  sales. 
Now,  this  information  is  readily  available  in  these 
countries;  we’re  not  talking  about  information  that  they  have 
to  do  anything  very  special  to  get.  Most  companies  offer 
their  financial  records  to  the  world  on  a  worldwide  basis. 
There  are  a  few  that  don’t.  Mobil’s  one  that  doesn’t.  I 
believe  Chevron  has  changed,  but  in  the  years  in  question, 
they  offered  it  on  a  worldwide  basis.  In  other  words,  they 
told  you  what  their  worldwide  revenues  were,  everything.  It 
was  easy  to  get.  the  California  revenues;  California 
employment  was  easy  to  get.  California  property  was  usually 
put  in  at  cost  so  that  you  didn’t  have  to  go  and  do  a  lot  of 
stuff  to  get  current  value.  So  these  numbers  are  easy  to  get 
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and  they  don’t  require  any  arcane  knowledge  about  anything. 
Whereas  the  other  ones ,  where  you  try  to  get  the  cost 
basis — I  can’t  remember  just  how  the  federal  system  works — 
but  it  doesn’t  work  becaxise  the  federal s  try  to  use  our 
system  to  find  out  where  they  are  and  then  go  back  to  their 
system.  We  won’t  go  through  all  that. 

What  companies  argued  was — and  we’re  talking  about 
Japanese  companies  in  particular — that  what  we  were  doing  was 
pulling  profits  out  of  Japan  and  into  California  because  of 
the  way  the  sales  factor,  in  particular,  worked,  and  that 
they  had  plans  to  open  facilities  in  California  and  they 
didn’t  do  it  because  of  the  way  the  three  factor  formula 
worked.  We  felt  it  was  a  bunch  of  bunk.  Now,  one  of  the 
problems  that  you  have  when  you’re  a  tax  administrator,  you 
can’t  talk  about  the  other  taxpayers.  You  know  about  the 
other  taxpayers,  but  you  can’t  get  up  in  a  public  forum  and 
say,  "Well,  here’s  Company  B  that’s  coming  out  like 
gangbusters  under  the  three  factor  formula.  Overall,  when 
you  look  at  all  the  industry  in  California,  we’re  growing. 

We  can’t  see  that  the  tax  laws  are  having  any  effect  one  way 
or  the  other.  Why  do  you  want  to  make  this  change  and  get 
into  some  more  very  complicated  system?"  The  Japanese 
companies  just  lobbied  the  very  bejesus  out  of  the  California 
legislature.  Mrs.  [Margaret]  Thatcher  talked  to  Reagan 


personally  about  this  because  England  got  involved  in  this  on 
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They  own  all  kinds  of  other  businesses  too,  so  Mrs.  Thatcher 
would  chew  Reagan’s  ear,  although  Reagan  himself  had 
supported  this  tax  measure  when  he  was  governor.  He  didn't 
fool  around  on  it.  He  held  out  for  a  long  time,  I  don’t  want 
to  kid  you.  Then,  finally,  about  the  last  year  I  was  in 
office,  they  finally  got  to  him.  So  he  supported  a  bill,  not 
very  strongly,  that  got  to  the  Congress.  I  don’t  think  the 
Congress  ever  had  any  hearings  on  it. 

By  this  time,  California  had  a  lobbyist.  We  got  so  we 
could  fight  with  the  big  boys  any  day.  We  got  all  the  other 
states  on  our  side  on  this  particular  issue,  although  very 
few  states  really  used  the  three  factor  formula  the  way  we 
did;  but  they  wanted  to  be  able  to.  They  didn’t  want  any 
federal  restrictions;  that  was  why  they  were  on  our  side.  We 
put  up  with  a  lot  of  baloney  from  other  states  because  we 
wanted  them  for  this.  This  thing  went  on  and  on  and  on.  The 
final  resolution  in  1986  was  that  California  passed  a  hill^ 
which  gave  companies  election  to  go  another  way.  But  once 
they  made  the  election,  they  couldn’t  unelect  it.  Water’s 
edge,  that  was  it;  they  could  elect  water’s  edge  and  not 


1.  Unitary  Tax  Act.  of  1986,  S.B.  85,  1986  Reg,  Sess.,  Cal.  Stat., 
ch.  660,  was  the  basic  law  setting  such  policies  as  the  unitary  fund  and 
water’s  edge.  These  were  amplified  in  A.B.  28i5,  1986  Reg.  Sess.,  Cal. 
Stat.,  ch.  974. 
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worldwide.  But  if  they  elected  to  go  to  water’s  edge,  then 
they  had  to  furnish  a  lot  of  information  that  they  had  never 
furnished  anybody  before.  They  had  to  furnish,  in  effect, 
their  tax  returns  in  all  the  other  states;  they  had  to 
furnish  us  all  the  data  that  they  gave  the  federals,  There 
was  a  bunch  of  other  information  that  they  hadn’t  be€;n 
providing.  The  federals  had  the  right  to  give  us  all  the 
information  they  got  in  the  foreign  audits  they  were  making. 
We,  I  think,  got  the  right  to  make  foreign  audits  to  make 
sure  that  they  weren’t  hiding  assets.  In  other  words,  they 
didn’t  win  much  by  going  water’s  edge.  The  last  I  was 
talking  to  Gerald  Goldberg,  the  executive  officer  of  the 
Franchise  Tax  Board,  very  few  companies  had  elected  to  go 
into  the  thing.  I  think  one  or  two  that  had  been  originally 
involved  in  all  the  lobbying  did  it,  but  my  understanding  is 
their  tax  agents  weren’t  that  enthusiastic  about  doing  it. 

So  this  issue  sort  of  faded  away? 

Your  friend  Mr.  Doerr  was  the  one  that  wrote  the  bill, 
literally,  and  he  put  all  these  provisions  in  to  sort  of 
screw  them  up.  So  they  couldn’t  say  that  nothing  was  done, 
but  they  didn’t  get  much,  either. 

One  other  thing  that  I  find  in  the  annual  reports  by  the 
early  eighties  is  concern  about  the  underground  economy  and 
the  amount  of  tax  evasion  that  is  going  on.  In  your 
estimation,  did  this  become  a  serious  problem  for  the  board 
or  for  California? 
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I  think  the  people  who  are  talking  about  underground  economy 
in  the  literature  you  read  about  are  talking  primarily  about 
income  tax  that’s  not  paid  on  a  lot  of  different  kinds  of 
activity:  the  growing  revenue  that  was  lost,  say,  on  drug 

sales  that  should  have  had  a  sales  tax.  The  board  never  was 
provided  with  the  kind  of  legislation  to  really  go  after 
illegal  activities  like  drugs,  and  we  never  tried  to.  The 
Franchise  Tax  Board  did  have  that  kind  of  authority  because 
it  paralleled  what  the  feds  have.  But  I  think  I  could  give  a 
better  picture  of  my  views  of  what  happened.  If  the  sales 
tax  rate  is  3  percent  or  4  percent  or  maybe  5  percent,  you 
really  don’t  have  any  real  effoirts  to  evade  it  or  avoid  it. 
People  just  don’t  want  to  spend  the  time  to  do  it.  But  when 
you  get  to  6  [percent]  and  7  percent,  then  you  start  getting 
the  kind  of  money  out  there  that’s  worth  thinking  about. 

I  believe  that,  as  we  were  getting  into  the  era  where 
the  antitax,  the  Jarvis  amendment,  the  Reagan  governorship, 
the  Reagan  presidency — I  don’t  say  that  Brown  was  antilaw  but 
he  wasn’t  very  pro  law — you  got  an  atmosphere  out  there  where 
people  said,  ’’Why  shouid  I  pay  all  these  taxes?  Why  should  I 
follow  all  these  laws?  They’re  so  complicated  nobody 
understands  them  anyway,  and  they’re  not  going  to  go  after  an 
individual  like  me.”  So  I  think  a  lot  of  people  have 
businesses  where  they  don’t  have  any  real  records ;  they  just 
put  the  money  in  their  pocket.  I  went  to  an  antique  store  at 
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Christmastime.  My  wife  wanted  a  little  silver  cream 
pitcher.  T  went  to  a  new  silver  store,  and  they  didn’t  have 
any,  so  I  had  to  go  to  an  antique  store.  I  paid  for  the 
thing*  at  the  store  that  T  found,  and  there  wasn’t  the 
semblance  of  a  cash  register  or  any  records  or  anything. 
You’ll  find  a  lot  of  businesses  like  that,  and  you  know 
they’re  not  paying  their  sales  tax,  their  income  tax,  or 
anything.  Now,  you  can  go  after  these  people,  yes.  And  we 
do,  a  little  bit,  at  the  board  but,  basically,  not  very 
much.  But  we’re  more  effective  at  it  than  the  feds  are 
because  we’re  more  accustomed  to  dealing  with  them.  The  feds 
really  don’t  have  any  way — we ’re  talking  ab ou t  the  IRS, 
now — of  really  tracking  down  little  businesses  that  are  not 
employers,  A  lot  of  these  business  aren’t  employers,  so  they 
can  operate  indefinitely  without  ever  getting  caught.  That’s 
the  underground  economy  we’re  talking  about. 

There’s  one  other  thing  that’s  taxable  which  you 
wouldn’t  think  about  as  a  citizen.  This  is  where  employees 
of  big  companies  steal  the  receipts  from  sales;  they  don’t 
ring  them  up.  You  pay  cash,  they  might  ring  up  a  no  sale  and 
put  the  money  in  their  pocket.  They  may  put  it  in  the 
machine  but  then  they  take  it  back  out  again  because  they 
know  how  much  it  was.  One  of  the  Rose  Princesses  got  caught 
on  that  one  in  Pasadena.  But  we  feel  that  between  1 
[percent]  and  2  percent  of  gross  sales  reported  in  California 
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are  underreported  just  on  this  alone:  employee  theft  of  the 
receipts  of  the  sale.  In  other  words,  the  merchandise 
changed  hands.  There  was  money  for  it.  That  revenue  was 
subject  to  tax,  but  it  never  got  reported  because  the 
employer  didn't  know  about  it. 

In  late  1984,  the  board  undertook,  I  think,  something  like  a 
three-month  tax  amnesty,  when  all  people  who  were  delinquent, 
especially,  I  think,  in  sales  taxes,  could  report  without 
penalty,  and  then  threatened  a  greater  crackdown  on  these 
sorts  of  things.  Did  you,  in  effect,  become  more  effective 
on  cracking  down  on  these  violations  after  that  amnesty? 

My  board,  after  looking  at  the  thing  very  carefully — and  the 
big  motivator  of  this  thing  was  the  state  of 

Massachusetts — became  wildly  unenthusiast ic  about  the  idea  of 
tax  amnesty.  What  we  didn't  want  to  do  was  get  stuck  in  a 
situation,  as  they  had  in  Massachusetts,  where  they  had 
audits  outstanding  on  various  taxpayers,  and  then,  when  they 
had  the  amnesty  program,  these  people  came  in  to  pay  the 
amount  under  the  audit.  So  you  got  the  $60  [million]  or  $70 
million  tax  they  were  talking  about  in  Massachusetts,  $25 
million  of  it  was  audited  revenue  they  would  have  got 
anyway.  So  in  California,  when  we  had  the  sales  tax  one, 
part  of  this  law,  which  was  primarily  aimed  at  income  tax 
people,  we  said  that  if  an  audit  was  underway,  you  couldn't 


get  any  amnesty.  My  unders  taxi  ding  is,  the  biggest  amounts  we 
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got  in  California  on  sales  tax  were  some  out-of-state  vendors 
which  felt  that  our  audit  crews  were  near.  If  they 
voluntarily  paid  it,  they  would  avoid  the  penalties.  I  guess 
you  had  to  pay  the  interest  but  you  avoided  the  penalty.  I 
don’t  think  we  claimed  very  much  money  coming*  from  sales 
taxes.  Now,  the  income  tax  people,  they  had  audits  out  there 
and  they  counted  those,  but  we  didn’t.  So  the  Franchise  Tax 
Board  looked  like  it  got  a  lot  more  money  than  we  did.  But 
the  legislators  were  wild  for  the  program;  they  thought  it 
was  a  great  idea  and  it  fit  in  with  a  lot  of  people’s 
thinking.  Conway  Col l is  was  very  much  on  board  on  this.  So 
I  gave  him  a  chance  to  talk  at  a  national  conference  we  had 
in  Reno  about  our  amnesty  experience.  He  followed  it  more 
than  anybody  else.  I  say  the  principal  thing  ahoiit  it  is 
that  it  got  a  lot  of  people  aware  that  there  was  something 
called  state  tax  administration;  but  in  dollars,  it  just 
didn’t  amount  to  anything.  We  didn’t  get  any  billion 
dollars,  anything  like  that. 

I  think  $60  million  was  the  phrase  I  read. 

A  big  part  of  that,  you’ll  find,  is  the  Franchise  Tax  Board. 

I  don’t  think  the  Board  of  Equalization  got  anything  like 
that . 

The  final  aspect  of  this  that  I  noted  was  also  a  concern 
about  the  problem  of  change  of  the  use  tax  by  a  lack  of 
reporting  of  change  of  legal  entity.  A  piece  of  property 
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would  change  its  use,  in  effect,  by  virtue,  I  guess,  of  a 
different  company  leasing  it  or  something  like  that? 

You’re  talking  about  sales  tax. 

Yes . 

There  are  two  changes  of  ownership  because  there’s  a  big 
property  tax  war-“I  don’t  know  how  it’s  been  resolved — which 
was,  Title  Insurance  &  Trust  Company  as  sold  by  Southern 
Pacific  to  somebody,  and  they’ve  been  sold  again.  Is  that  a 
change  of  ownership  for  property  tax  purposes?  They’re 
suing,  saying  it  isn’t.  Just  because  100  percent  of  the 
stock  was  changed  from  A  to  B,  that’s  not  a  change  of 
ownership.  The  board,  and  the  assessors’  position,  says  it 
is.  It’s  being  litigated;  I  don’t  know  where  it  is  right 
now, 1  On  the  sales  tax,  now,  this  is  an  issue  that’s  been 
ongoing  ever  since  I’ve  been  on  the  board,  beginning  in 
1959.  It  has  to  do  with  the  issue  of,  you  sell  your 
business — we’re  talking  about  an  individual  selling  his 
business  to  another  individual — and  it  has  equipment  and 
stuff  like  that.  We  had  a  rule,  if  the  ownership  was  80 
percent  the  same  after  the  transaction,  there  was  no  taxable 
sale.  This  follows  a  federal  rule,  a  similar  type 
transaction,  so  that  we  weren’t  off  all  by  ourselves  on 


Title  Insurance  &  Trust  Company  v.  County  of  Riverside,  et  al. 
84  (1989). 
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this.  What  we  were  trying  to  say  is,  well,  if  you  brought  in 
another  partner,  and  there  were  five  of  you  to  start  with, 
that’s  less  than  20  percent;  therefore,  the  ownership  is  80 
percent  the  same.  Or  if  you  had  stock  or  a  whole  bunch  of 
things  like  that,  it  wouldn’t  be  a  taxable  transaction. 

People  are  always  arguing  about  whether  that  was  a  sale  of 
the  company  or  not,  and  it’s  been  litigated  a  number  of 
times.  I  think  the  board  has  been  upheld  every  time.  I 
don’t  believe  there  have  been  any  cases  that  went  against  us. 
So  this  was  not  a  new  issue  in  the  eighties? 

No.  There  may  have  been  a  case  or  something  that  deserves 
notice.  I  must  say  I  don’t  remember  one  at  that  time.  But 
all  the  time  I  was  there,  we  were  running  into  that  one. 

It’s  a  sort  of  technical  thing  that  people  on  the  outside 
wouldn’t  be  aware  of. 

The  annual  reports,  for  awhile,  were  making  quite  a  bit  of 
it.  That’s  the  reason  I  bring  it  up. 

T  just  don’t  remember  one  at  that  time  that  triggered  that 
particular  measure. 

First,  of  all,  I  think  I’d  like  to  get  into  the  budget  crises 
that  came  along  in  the  early  eighties.  I’d  like  your  own 
explanation  of  them.  In  1981-1982,  the  last  full  year  Brown 
is  governor,  there  is  a  threatened  deficit.  They  report  that 


there  is  going  to  be  a  deficit,  in  the  budget,  and  I  believe 
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it’s  in  response  to  this  that  the  speed  up  of  the  sales  tax 
is  passed?-^ 

We  had  a  number  of  them  since  I’d  been  on  the  board.  I  can’t 
remember  when  they  all  were  but  we  had  at  least  two. 

I  think  this  was  the  first. 

No.  There  was  one  prior  to  that,  way  back  when  Pat  Brown  was 
governor.  They  wanted  a  speedup  there,  and  I  believe  there 
was  another  one  here.  It  wasn’t  quite  as  big  but  it  was 
still  a  speedup. 

One  issue  which  seems  to  come  out  of  this  that  may  merit  some 
discussion  is  the  issue  of  supplemental  assessment.  What 
exactly  do  you  mean  by  [supplemental  assessment]? 

A  supplemental  assessment  goes  to  the  property  tax.  This  is 
putting  on  the  change  of  ownership  and  the  new  construction. 
What  happened  was  that.  .  .  .  This  is  during  Deukmejian’s 

governorship. 

It  didn’t  occur  under  Brown? 

No.  I  think  he  thought  about  it,  but  didn’t  do  it.  Then, 
the  Deukmejian  people  needed  $900  million,  and  this  is  how 
they  got  it.  This  is  adding  it  to  the  local  budget  and  then 
taking  credit  for  it  at  the  state  level.  It’s  one  of  those 
deals.  So  the  concept  was.  .  .  .  You  remember  we  were 
talking  about  moving  the  lien  date  and  all  that?  You  have  a 


1.  A.B.  1253,  1981“ 1982  Reg.  Sess. ,  Cal.  Stat. ,  ch.  115. 
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You  have  a  special  lien  date  for  new  construction  and  change 
of  ownership*  Let’s  say  that  the  normal  lien  date  is  January 
1.  If  you  sold  the  property  on  February  1,  there  would  be  a 
lien  date  of  about  April  1.  I  don’t  remember  what  the  dates 
were,  but  that’s  the  concept.  You  then  pay  for  that  change 
of  ownership  on  April  1  and  there  would  be  all  the  way  around 
the  year.  So  that  you  were  picking  these  transactions  up 
during  the  year  and  then,  at  the?  end  of  the  year,  you’d  just 
do  it  all  over  again.  So  you  wouldn’t  get  a  long  period  of 
time  where  the  change?  wasn’t  taxed.  That’s  what  they  were 
trying  to  do. 

de  GRAAF:  This  became  the  subject  of  a  case,  the  Shafer  case,-*  in  which 

fifty-one,  I  think,  different  county  assessors  were  lined  up 
against  the  ruling  of  the  board  on  supplemental  assessment. 

I  was  curious  why  that  should  have  been. 

NEVINS:  It  seems  to  me  that  they  were  trying  to  say  that  it  was 

wasteful  and  they  shouldn’t  have  to  do  it.  So  they  just  sued 
us  because  we  were  the  state  body  that  you  would  sue  on  that 
issue.  You  remember  I  told  you  we  were  enjoined  in  all  the 
property  tax  issues  where  you  had  a  general  problem 
assessment.^  They  didn’t  want  to  do  it  because  it  was 
unpopular,  made  people  mad.  So  they  used  us.  I  think  one  of 


1.  Shafer  v.  State  Board  of  Equalization,  174  Cal.  App.  3d  423 

(1985). 

2.  If  the  board  did  not  become  involved  in  a  major  case  at  the 
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the  board  members  was  on  their  side;  I  can’t  remember  which 
one  it  was,  I  just  told  them  in  plain  English,  "Look. 
Governor  Deukmejian  wants  some  money.  Forget  it.  You’re  not 
going  to  win  in  court."  I  don’t  know  that,  it  ever  actually 
got  litigated. 

de  GRAAF:  I’m  not  sure.  When  T  finished  going  through  the  annual 

reports,  it  was  still  pending. 
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T  think  that  there  was  a  collateral  case,  a  private  one,  that, 

was  out  there  some  place  on  the  legality  of  the  tax,  and  the 

District  Court  of  Appeal  ruled  it  was  taxable  and  the  supreme 
court  refused  to  hear  it.  I  think  that  had  the  effect  of 
making  a  nullity  of  this  one.  It  seems  to  me  there  was 
something  like  that  out  there. 

The  other  interesting  aspect  of  the  Deukmejian  plan  to  deal 
with  the  second  budget  crisis  of  1982-1983  was  his  idea  of 
carrying  over  part  of  the  deficit. 

We  don’t  deal  with  those. 

You  didn’t  deal  with  that?  T  was  just  curious.  I  thought 
there  was  this  constitutional  ban  against  a  deficit  and  I  was 
wondering  how  they  got  around  that. 


superior  court  level,  then  either  we  might  not  know  about  the  case  at  all 
until  one  party  appealed  it,  or  the  county  counsel  or  district  attorney 
might  m i s han d 1 e  it  so  t h at  i t  wasn’t  app ea 1 ah 1 e .  Ex cep t  on  v a 1 uat i on 
issues  which  applied  to  a  single  county,  the  Board  of  Equalization  must 
sue  in  addition  to  the  county.  The  board  can  then  use  its  expertise  to 
support  the  statute  and  achieve  a  statewide  result.  [Footnote  added  by 
Mr,  Nevins.] 
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I  don’t  know.  What  are  you  going  to  sue  about? 

But  the  board  wasn’t  consulted  or  anything? 

That’s  a  budget  problem.  We  don’t  deal  with  those. 

In  your  estimation,  taking  these  two  years  of  budget  deficit 
combined,  was  this  basically  a  matter  of  Proposition  13 
catching  up  with  .  .  . 

Yes,  definitely.  Basically,  after  Proposition  13  passed, 
Brown  had  a  deficit  every  year  which  was  paid  for  out  of  the 
surplus,  and  that’s  that.  So  the  legislature  passes  these 
rebate  measures  and  all  that  sort  of  thing — more  costs — and 
made  up  the  revenue.  Then,  they  went  out  and  passed.  .  .  . 

If  you  look  in  the  record  of  the  past  two  or  three  years  of 
the  Brown  administration,  when  he  was  governor,  he  just 
signed  exemption  bills  like  crazy.  This  is  when  the  custom 
software  bill  got  signed.  I  don’t  know.  They  exempted  the 
goddamnedest  bunch  of  junk  that  I  ever  heard  of:  bottled 
water.  .  .  . 

Did  the  exemptions  particularly  begin  to  encroach  upon  the 
sales  tax? 

Yes,  they  did,  and  that’s  why  you  see  the  sales  tax  not 
growing  as  fast  as  the  economy.  Historically,  it  grew  as 
fast  as  the  economy.  Gross  product  of  the  state  of 
California  and  taxable  sales  have  had  a  pretty  steady 
relationship.  The  latter  was  a  very  good  indication  of  where 
the  economy  was  because  the  sales  tax  was  about  the  same. 


But  as  the  exemptions  cut  into  the  tax  base,  taxable  sales 


declined  as  a  percentage  or  gross  product.  Now  it  grows  less 
because  things  like  custom  software  and  bottled  water  are 
just  exempt,  which  is  just  ridiculous.^  I  can’t  remember  all 
the  ones.  There  were  an  awful  lot  of  them.  In  the  art  field 
there  are  some  exemptions  that  he  got  through. 

de  GRAAF:  Did  the  state  board  try  to  dissuade  the  legislature? 

NEVINS:  What  happened  was  that  some  of  the  board  members  found  out 

that  it  took  three  votes  to  tally  the  board’s  lobbyist  to 
oppose  the  bill.  If  there  weren’t  three  votes,  they  could 
then  go  to  the  lobbyist  for  the  groxip  and  say,  "I  kept  the 
board  from  opposing  the  bill,”  which  would  have  the  effect  of 
killing  the  bill,  b ecau s e  then  i t  wou 1 d  go  t hr ou gh  both 
houses  with  no  opposition.  The  governor’s  office, 
particularly  Brown  and  Deukmejian,  stopped  having  legislative 
positions  on  things  unless  they  were  very  important.  You 
notice  nowadays  you  keep  hearing  about  Deukmejian  [that]  you 
don’t  know  what  his  stand  on  a  bill  is  until  he  signs  it? 
That’s  that  concept.  To  me,  that’s  just,  silliness. 


1.  The  custom  software  that  caused  the  breakdown  of  the  AT&T 
national  system  is  now  exempt  from  sales  tax.  The  newspaper  story  talked 
about  hundreds  of  thousands  of  lines  of  instruction.  This  is  very 
expensive  tooling.  It  is  growing  rapidly  in  amount  and  has  been  for  the 
past  ten  to  fifteen  years.  There  is  now  a  major  revenue  loss  here. 
Tooling  for  the  DC- 11  airliner  is  taxable — very  expensive,  $10  to  $100 
million — but  not  growing.  Everybody  in  business  has  some  custom 
software.  [Footnote  added  by  Mr.  Nevins.] 
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[Governor  Earl]  Warren  and  those  guys  used  to  call  a 
legislator  up  and  say,  "That’s  a  dog-  I’m  going  to  veto 
it.”  That  ended  the  bill  right  there. 

One;  other  thing.  Collis,  in  either  1985  or  1986,  apparently, 
backed  a  law  that  finally  ruled  that,  in  a  case  where  a 
taxpayer  got  bad  advice  from  the  State  Board  of  Equalization, 
the  taxpayer  was  not  liable  for  the  erroneous  tax.  Before 
that,  had  the  taxpayer  been  penalized  even  for  acting  on 
erroneous  advice? 

First  of  all,  let’s  make  it  vei~y  clear:  there  never  had  been 
very  much  erroneous  advice.  Most  taxpayers  don’t  really 
write  a  letter  saying,  "This  is  my  transaction.  Is  it 
taxable?"  And  then  we  get  a  letter  back  [to  them] .  We  like 
taxpayers  to  do  that  more  than  they  do.  There’s  a  lot  of 
advantage  to  us  to  do  that.  That  didn’t  happen  very  often. 
Now,  there  were  one  or  two  examples  where;  it  did  happen . 

Well,  the  cause  was  where  the  taxpayer  wrote  us  a  letter  and 
we  wrote  back.  The  problem  was  that  the  taxpayer  who  wrote 
the  letter  wasn’t  the  taxpayer  before  us.  It  was  another 
taxpayer,  and  he  was  relying  on  this  letter  that  went  to  an 
unrelated  entity.  The  thing  that  brought  it  to  light — and 
the  particular  tax,  I  think,  had  something  to  do  with  the 
motion  picture  business — is  that  an  employee  of  business  B 
that  was  before  the  board  had  been  an  employee  of  business  A 


and  knew  about  the  letter.  The  only  thing  is,  the  letter  was 
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right  on  business  A,  end  if  business  B  had  been  doing  what 
business  A  was,  it  would  still  have  been  right.  But  business 
B  wasn’t  doing  what  business  A  was  but  it  sort  of  sounded 
like  he  was.  Well,  he  wasn’t.  Collis  just  went  bonkers  on 
that  one.  I  don’t  think  he  won  that  case.  He  won  some  of 
them  on  that  but  not  that  one. 

But  there  was  some  sort  of  legislation  in  the  mid-eighties 
that  .  .  . 

Remember,  the  board  has  this  right  to  excuse  a  tax  without 
appeal.  If  we  knew  that  we  had  written  a  letter  that  was 
found  subsequently  to  be  in  error ,  and  the  taxpayer  appealed 
it,  our  policy  in  the  past  has  been  to  just  cancel  the  tax. 
That  didn’t  happen  very  often,  I  don’t  want  to  kid  you.  When 
I  was  on  the  hoard,  there  may  have  been  two  or  three  of 
those,  no  more.  Collis  was  primarily  talking  about  the 
motion  picture  industry,  which  had  a  wildly  complex 
regulation  adopted  for  the  whole  banana.  A  lot  of  tricky 
language.  What  happened  in  the  motion  picture  industry  was 
that  this  regulation  was  adopted  in  about  1965  or  1966,  and 
that  was  at  the  very  end  of  the  major  studio  era.  There  were 
still  some  major  studios  kicking  around  at  that  time,  but  the 
era  of  the  major  studio,  essentially,  was  over.  What  you 
have  now  making  movies  is  a  whole  lot  of  subcontractors. 
Instead  of  having  one  studio  hire  everybody’s  employees  who 
manufacture  sets,  do  the  photography,  do  all  the  processing 
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of  the  sound,  what  you  do  is,  you  have  a  producer  who  rents 
the  studio  premises,  hires  photographers  who  characterize 
themselves  as  independent  contractors,  and  people  who  build 
sets  for  you  as  independent  contractors.  All  the  sound 
editing*  is  done  by  independent  contractors.  They’re 
fabricating  personal  property  for  another  person,  and  that 
makes  it  subject  to  tax.  This  has  been,  probably,  the  law 
since  1935.  So  what  happened  was,  instead  of  the  movies 
being  conducted  in  the  way  that  the  regulations  thought  they 
were  being  conducted  in  1965 — we  probably  thought 
erroneously — we  had  a  different  kind  of  entity  situation 
conducting  the  motion  picture  business  in  a  way  that,  in 
every  other  industry,  was  considered  taxable:  fabricating 
personal  property  for  consideration  for  a  consumer.  The 
consumer  was  the  producer.  You  don’t  sell  motion  picture 
film;  you  lease  it.  The  leasing  of  it  is  not  subject  to  the 
tax.  But  everything  you  purchase  to  get  it  made  [is  taxable] 
unless  you  are  the  employer,  which  simply  was  not  [true]  of 
any  of  these  people.  He  employed  independent  contractors  to 
do  all  this  work,  and  that’s  what  made  them  subject  to  the 
tax  under  this  regulation  we  had.  Collis  just  could  not 
handle  that.  He?  just  thought  that  it  was  unclear  and  we  were? 
taxing  things  retroactively.  Well,  we  weren’t.  Probably, 
our  error  was,  we  didn’t  advertise  to  the  industry  adequately 
what  we  were  doing.  Now,  in  the  mean  time- -this  is  the  thing* 
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that  complicates  the  issue — the  sound  industry,  the  people 
who  make  records,  had  gotten  all  these  activities  exempted  by 
law  before  Collis  got  on  the  board,  by  the  way.  So  you  could 
be  a  sound  processing  company,  and  they  all  have  names  like 
JoJo  Broom  or  Glen  Glenn  Sound,  making  a  movie  and  being 
taxable,  then  making  a  record — doing  identical  work  and  being 
exempt.  That’s  what  you  get  into  when  you  start  having 
exemptions.  You  get  into  this  thing  where  the  person  thinks 
he’s  doing  the  same  thing.  "Why  should  it  be  taxable  when 
I’m  making  a  movie  and  not  when  I’m  making  a  record."  I  told 
them,  "That’s  the  way  the  law  is,  Buddy.  I’m  not  going  to 
sit  around  and  defend  it  but  that’s  the  way  it  is." 

That’s  interesting.  Looking  back  on  the  whole  scene  to 
today,  you  said  earlier,  when  we  talked  about  the  immediate 
aftermath  of  Prop.  13,  that  you  didn’t  think  the  Rose  Bird 
position  had  any  legal  standing.  Now,  in  light  of  the  West 
Virginia  case,  do  you  feel  that  Proposition  13  might  be 
seriously  reexamined  from  the  standpoint  of  inequity  of 
assessment? 

My  view  is,  the  U.S.  Supreme  Court,  the  present  court,  will 
not  change  Proposition  13,  period.  If  you’re  a  conservative 
court,  why  should  you  go  out,  rock  the  boat,  tell  the  people 
of  California,  the  biggest  state  in  the  union  by  a  big 
margin,  that  the  tax  relief  law  they  adopted  in  1978  isn’t 
legal?  I  just  don’t  think  that’s  going  to  happen. 
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de  GRAAF:  Do  you  know  of  any  effort  underway  to  appeal  13  on  the  basis 

of  the  West  Virginia  precedent?^ 

NEVINS:  I’m  not  aware  of  any  people  that  are  talking  about  doing  it. 

I’ve  heard  about  people  who  will  defend  the  present  law,  and 
that  is  the  tax  reform  group.  The  remnants  of  Howard 
Jarvis’s  organization  will  defend  it.  I  believe  that  the 
attorney  general  of  California  would  present  the  California 
position,  for  a  lot  of  reasons.  Whoever  takes  it  on  has  got 
a  big  thing  on  his  hands.  He  would  be  setting  a  precedent,  a 
real  precedent.  In  West  Virginia,  as  I  said  before,  this  was 
an  administrative  practice  of  the  assessor;  it  was  not 
sanctified  by  the  statute.  Here,  you’ve  got  the  thing  where 
it’s  sanctified  by  the  statute;  it’s  been  in  place  ten  or 
twelve  years.  There’s  no  squawk,  basically,  by  anybody  that 
I  know  of  in  California.  You  hear  people  talk  about  it  once 
in  awhile,  but  I  am  certainly  not  aware  of  any  movement  to 
change  it.  People  write  letters  to  the  editor,  but  I  don’t 
know  of  any  organization  in  place  to  change  it. 

de  GRAAF:  The  only  complaint  is  perhaps  more  against  the  spirit  than 

the  letter  of  the  law,  and  that  is  that  over  the  years  since 
Prop.  13,  we  have  had  all  of  this  stance  by  Brown  and 


1.  Since  this  interview  was  done,  in  September  1989,  a  Baldwin 
Hills  home  buyer,  Stephanie  Nordlinger,  filed  a  suit  in  Los  Angeles 
Superior  Court  to  invalidate  the  differential  assessment  provisions  of 
Proposition  13.  This  suit  is  being  supported  by  the  Center  for  Law  in 
the  Public  Interest.  (Los  Angeles  Herald  Examiner,  September  29,  1989) 
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Deukmejian  that  they  will  not  have  any  new  taxes.  The  result 
has  been  a  serious  decline — so  the  I. A.  Times,  for  instance, 
recently  alleged — in  the  building  of  our  infrastructure  and 
the  funding  of  some  of  our  social  programs.  Now,  in  your 
estimation,  is  Prop.  13  the  primary  culprit  there,  or  are 
there  other  things,  like  the  Gann  spending  limit? 

I  think  the  Gann  limit,  which  was  supported  by  industry — I’m 
talking  about  big  business  and  big  industry  in  California — is 
more  the  culprit  there.  What  I  think  is  going  to  happen  is 
that  somebody’s  going  to  run  for  governor  next  time  around 
saying  he’s  going  to  do  something  about  some  of  these 
things.  People  are  going  to  say,  "It’s  about  time,”  and  vote 
for  him.  I  believe  that  the  most  critical  one  right  now,  and 
I  can’t  imagine  why  the  governor’s  playing  around  with  it,  is 
this  gas  tax  thing.  I  think  he’s  nuts  on  the  gas  tax.  I 
think  if  he  had  supported  an  increase  in  the  gas  tax  last 
year,  when  you  could  go  out,  literally,  and  buy  unleaded 
gasoline  for  sixty-nine  cents  a  gallon,  if  he  had  picked  that 
moment  to  put  the  tax  in,  I  think  he’d  be  home  free.  No. 

Now,  it’s  up  to  about  seventy-nine  [cents]  to  eighty-five 
cents  a  gallon  at  the  lowest  places,  and  he  may  have  a  little 
trouble.  Bui.  I  think  Californians  would  pay  the  ten  cents  a 
gallon  or  maybe  twenty  cents  a  gallon  to  get  the  road 
situation  cleaned  up.  I  mean,  what’s  it  do  for  you  to  go  out 


and  sit  around  out  on  a  freeway  some  place  or  go  to  Ventura 
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and  have  unfinished  freeways  leading  onto  two-lane  roads? 

That  doesn’t  make  any  sense,  T  think  if  you  show 
people — this  is  an  important  point  in  my  life — that  you’re 
giving  them  their  money’s  worth,  they’ll  take  it.  They  won’t 
argue  with  it.  I  think  when  you  start  to  gold-plate  it — the 
Santa  Cruz  campus  of  the  University  of  California,  for 
instance — you  start  to  lose  the  people,  I  really  do,  I  think 
you  show  that  you’re  giving  them  their  money’s  worth.  That’s 
essentially  what  I  did  on  the  hoard.  I  could  go  out  and  show 
you,  "Well,  I  haven’t  increased  my  employees.  I’m  getting 
more  revenue.  I’ve  improved  my  operations  all  around.  I 
don’t  have  a  lot  of  squawks  from  people  about  what  we’re 
doing/’  That’s  what  got  me  reelected  all  the  time:  I  did  a 
good  job.  I  think  that’s  what  people  want  out  of 
government:  they  want  the  people  to  do  a  good  job.  They 

don’t  want  a  lot  of  garbage.  George  Deukmejian  has  run 
around.  He  appointed  [Edwin  L. ]  Meese’s  brother  [George  E. 
Meese]  to  the  Department  of  Motor  Vehicles  as  director,  a 
department  that  had  serious  internal  problems;  they  just  got 
worse  under  Meese.  I  notice  the  last  time  I  got  my  license 
that  things  seem  to  have  tidied  up  a  bit.  But  you’ve  got  to 
deliver  some  good  stuff.  When  you  do  that,  people  go  right 
along  with  it.  It’s  when  you  start  to  play  games.  I  think 
part  of  the  educational  crisis  in  California  is  because  most- 
people  think  that  school  administrators  are  a  bunch  of  jerks 
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that  talk  some  kind  of  English  that  no  one  else  understands, 
and  the  kids  can’t  read  or  write  when  they  get  out  school. 

You  were  talking  about  sending  your  kid  to  private  school,  or 
you  should  have.  T  sent  two  of  my  three  to  private  school 
for  three  years.  The  rest  of  the  time,  they  went  to  public 
schools,  including  the  university.  But  I  think  that  if  you 
deliver  a  product,  you’re  not  going  to  get  a  lot  of  squawk 
and  you  can  probably  raise  taxes,  if  it’s  necessary.  But 
you’ve  got  to  do  it. 

That  may  be  a  very  good  note  to  end  our  interview  on. 

11,  Side  B] 
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[Session  5,  April  18,  1989] 

[Begin  Tape  12,  Side  A] 

de  GRAAF:  First,  I’d  like  to  ask  you  a  question  about  Board  of 

Equalization  elections  and  run  through  your  elections  every 
four  years.  Now,  in  1958,  when  you  were  first  elected, 
Democrats  won  all  four  seats  and  also  the  controller.  But 
the  most  amazing  thing  to  me,  in  looking  over  the  election, 
two  of  your  candidates,  Reilly  and  Leake,  were  not  even 
contested  by  Republicans.  Why  do  you  think  that  was? 

NEVINS:  That  was  in  the  day  of  cross-filing,  and  so  they  won  the 

primary  and,  in  effect,  got  elected.  They  ran  as  a 
Republican  and  a  Democrat. 

de  GRAAF:  As  you  said  earlier,  Reilly  and  Leake  were  more  or  less 

conservative  Democrats  so  would  have  drawn  a  lot  of 
Repub 1 i c an  s upp o r t  ? 

NEVINS:  Mr.  Leake,  in  particular,  was  what  you’d  call  a  conservative 

Democrat.  He’d  been  publisher  of  a  paper  in  Woodland,  near 
Sacramento.  The  Wood land  D emo c r a t  [Woodland  Dally 
Democrat ] ,  I  think  it  was  called.  He  had  been  appointed  to 
the  job  in  the  first  place  by  Governor  Warren.  He’d  been  a 
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collector  of  customs  in  San  Francisco,  appointed  by 
Roosevelt*  I  believe  Roosevelt,  maybe  Truman.  When  the 
[Dwight  D.]  Eisenhower  administration  came  in,  why, 
naturally,  he  was  out  of  that  job.  So  he  needed  an 
appointment.  He  had  supported  Warren  in  the  past,  and 
Warren  appointed  him  to  the  Board  of  Equalization  to  fill 
the  position  caused  by  the  death  of  Senator  So-and-So 
[Jerrold  Seawell],  who  had  died  of  cancer  of  the  jaw.  He 
was  the  senator  who  had  been  a  member  of  the  Board  of 
Equalization  by  election.  He  was  the  one  that  invented  the 
pension  system  that  the  constitutional  officers  have  become 
so  famous  for. 

When  you  campaigned  in  1958,  were  you  part  of  a  whole 
Democratic  party  ticket?  That  is,  in  1958,  at  least,  was 
your  campaign  integrated  in  with  that  of  the  party  for  other 
offices? 

You  have  to  go  back  and  think  about  the  fifties.  Remember, 
we  had  cross- filing  in  those  days,  which  meant  that  the 
Democrats 9  problem  was  to  win  the  Democratic  primary.  So 
what  happened  was,  the  Democrats  had  to  have  some  way  of 
saying,  "So~and~So  is  the  Democratic  nominee. ”  Or,  nHe  is 
the  preferred  Democrat. tf  Or,  ffHe  is  a  Democrat/1  or 
anything  you  want  to  say.  This  is  where  the  California 
Democratic  Council  [CDC]  came  into  play.  They  invented  this 
scheme  of  endorsing  candidates  for  the  Democratic  primary, 


479 


and  I  was  one  of  the  offices  that  they  endorsed  in  1958  for 
Board  of  Equalization.  That’s  the  first  year  that  they  did 
it.  They  didn’t  do  it  in  1954  when  they  made  endorsements 
that  year.  So  I  got  the  endorsement  after  quite  a  lot  of 
hocus-pocus.  The  initial  conference  was  up  in  Fresno,  and 
most  of  the  statewide  endorsements  and  the  endorsement  for 
the  what  I  call  the  Lynch  district — the  Second  District  of 
the  board — was  made  at  Fresno  .in  January  of  1958.  We  were 
getting  late  in  the  afternoon  and  there  was  quorum  call.  We 
didn’t  have  a  quorum,  so  my  endorsement  didn’t  go  through. 
But  what  happened  was  that  Senator  Richards  was  up  for 
reelection,  so  they  decided  to  take  the  county  convention 
that  would  endorse  Senator  Richards,  a  great  hero  of  the 
party,  and  make  it  into  a  convention  for  the  Fourth 
Equalization  District  at  the  L.A.  Hilton,  and  we  did  that. 
The  dragon  lady,  Carmen  Warshaw,  had  a  candidate  that  she 
supported,  but  I  got  the  endorsement.  It  was  on  a 
Saturday.  I  think  I  was  endorsed  about  three  o’clock,  and  I 
drove  right  off  to  Palm  Springs  where  there  was  a  big 
Democratic  meeting  on.  Then,  my  wife  and  I  went  down  to 
Imperial  County,  and  that  was  the  first  time  I  talked  to  a 
newspaperman.  It  was  down  in  Imperial  County,  in  El 
Centro.  I  can’t  even  remember  the  man’s  name  but  he 
eventually  ended  up  being  publisher  of  the  Palm  Springs 
paper.  We  always  were  friends.  We  sort  of  got  onto  "How  do 
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you  talk  to  a  newspaperman?  What  are  they  interested  in?” 
All  that,  sort  of  thing.  They’re  always  asking*  why  you’re 
running,  so  you  better  have  a  good  reason. 

Once  cross- filing  was  eliminated,  was  there  still  this 
endorsement  of  Board  of  Equalization  candidates? 

There  were  endorsements  for  most  districts.  As  I  recall, 
you  had  to  get  60  percent  of  the  votes  at  the  convention,  so 
you  wouldn’t  have  just  a  bare  majority  and  then  have  a  lot 
of  soreheads  out  there.  That  was  the  idea  behind  it.  The 
California  Democratic  Council  endorsed  [board  candidates] ,  I 
know,  in  1962  and  1966,  1970,  1974.  I  don’t  remember  when 
the  last  endorsement  was  I  went  for.  The  last  time  I  went 
to  CDC — I  must  have  gone  in  1982  because  my  wife  and  I  drove 
to  Fresno— it  was  sort  of  a  dinky  little  convention.  That’s 
the  first  time  I  got  a  hint  that  I  might  have  a  serious 
opponent  in  that  election,  which  we’ll  come  to  at  a  later 
time  in  this  interview.  But  I  believe  I  got  the  endorsement 
every  time.  I  never  had  a  serious  opponent,  in  the 
Democratic  party  until  this  one. 

Once  you  had  gotten  the  endorsement  and  the  campaign  was 
underway  in  1958,  was  there  much  mutual  campaigning?  Did 
you  make  appearances  with  other  Democratic  candidates? 

That’s  what  we  did.  The  endorsed  candidates  tended  to  work 
together,  other  than  Pat  Brown.  All  the  rest  of  us 
campaigned  together.  We  tried  not  to  have  more  than,  say, 
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two  of  us  at  any  one  place  because  the  feeling  was  that  it 
would  detract  from  the  publicity.  If  you  had  them  all 
there,  then  the  governor  would  obviously  get  it  all.  I 
believe  there  was  one  place  we  went  once  early  on  in  the 
campaign,  and  Pat  sort  of  shooed  us  all  away.  He  didn’t  let 
me  on  the  stand  with  him  until  the  Saturday  night  before  the 
election  in  November.  It  was  really  pretty  weird.  Yet,  all 
of  these  people  were  going  to  win,  and  he  must  have  known 
that  from  his  own  polls.  But  instead  of  embracing  us,  he 
sort  of  kept  us  away.  It  was  a  thing  hanging  back  to  the 
cross-filing  days,  the  feeling  about  Democrats.  But  the 
rest  of  us  did.  Clair  Engle  was  very  helpful  to  the  rest  of 
us.  We  tried  to  help  him  as  much  as  possible.  Stanley  Mosk 
liked  to  campaign  with  other  people.  Glenn  Anderson,  in 
particular,  was  very  helpful.  He  was  running  for  lieutenant 
governor.  He’d  been  elected  to  office  before.  He’d  been  an 
assemblyman,  a  mayor  of  his  town,  Hawthorne,  and  I  believe 
he’d  been  a  state  senator  once.  He  was  particularly  helpful 
to  people  like  me  who  just  didn’t  know  their  way  around,  and 
he  helped  us  in  his  area,  which  was  the  southwest  part  of 
Los  Angeles  County.  In  fact,  he  had  a  day  in  the  district 
where  we  started  at  six- thirty  in  the?  morning  and  went  on 
until  eight.  We  went  to  houses.  He  went  to  every  house, 
which  was  around  seventy  of  them,  and  then  he;  had  two  other 
teams  of  candidates  who  would  go  before  and  after,  so  that 
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the  people  at  the  house  party  would  have  somebody  to  talk  to 
while  they  were  waiting  for  Anderson  to  show  up.  One  of  the 
people  there  was  Richard  Floyd.  He  drove  me  in  that. 

[He’s]  now  an  assemblyman. 

Did  this  association  with  other  major  party  candidates 
continue  in  later  elections? 

We  had  a  consolidated  headquarters  in  1962  in  Hollywood.  In 
fact,  we  had  a  consolidated  headquarters  in  1958,  on  301 
South  Vermont  Avenue.  But  the  Brown  people  never  did 
anything  there;  the  rest  of  us  all  had  a  base  there.  I 
believe  Clair  Engle  did  actually  use  his  base  but  he  had  a 
campaign  headquarters  about  a  block  away,  and  we  worked  very 
closely  with  him  in  the  campaign  the  whole  time,  knew  their 
people  well  and  got  along  fine.  Then,  we  had  a  consolidated 
headquarters  in  Hollywood,  on  Hollywood  Boulevard.  It  was 
sort  of  a  grim  neighborhood  even  then. 

That  was  in  3962. 

In  1962.  That’s  where  we  got  to  know  Bert  Betts  [state 
treasurer]  particularly  well.  He  had  his  southern 
California  headquarters  there,  and  we  had  ours.  The  other 
candidates  didn’t  use  the  headquarters  as  much  as  we  did  but 
the  concept  was  there,  that  we  all  campaigner]  together.  But 
that  was  our  headquarters,  in  Hollywood,  for  the  whole 
campaign. 

How  about  later  campaigns,  1966,  1970,  and  so  forth? 
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I’m  trying  to  think  about  1966.  It  seemed  to  me  that  we 
were  all  friendly  and  that  sort  of  stuff.  I  don’t  think 
most  us  realized  we  were  in  for  a  great  disaster.  The 
campaign  started  out  pretty  well,  as  T  remember,  in  1966, 
and  then  people  seemed  to  get  bored  with  Pat,  and  that 
seemed  to  rub  off  on  the  rest  of  us.  The  campaign  seemed  to 
me,  it  was  at  the  very  end  that  you  got  the  feeling  that 
things  weren’t  going  well,  like  the  last  couple  of  weeks. 

But  as  you  can  see,  I  lucked  out  on  that  one,  maybe  because 
nobody  really  zeroed  in  on  me.  The  opponent,  [Frank] 
McCarty,  was  just  a  nonentity.  I  don’t  know  how  he  happened 
to  get  the  Republican  nomination.  I  never  knew  much  about 
what  his  political  position  was.  I  never  had  any  reason  to 
need  to  know. 

One  other  interesting  phenomenon  of  your  early  races:  until 
the  1971  reapportionment ,  your  district,  judging  from  the 
votes,  seems  to  have  had  from  two  to  three  times  as  many 
voters  as  the  other  Board  of  Equalization  districts.  Was 
this  ever  taken  into  account  in  your  receiving  party  funds? 
No.  This  is  one  of  the  anomalies  of  the  thing,  that  I  got 
as  many  votes  as  all  the  rest  of  the  candidates  for  the 
other  board  seats  put  together.  At  the  time,  the  California 
State  Senate  was  very  badly  apportioned.  You  had  a  district 
that  had  three  little  counties  with  about  2,300  people  in 
them,  and  then  you  had  Los  Angeles  County  with  3  [million] 
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to  4  million  people,  whatever  it  had  in  those  days.  I  guess 
it  had  around  5  million.  People  in  northern  California 
thought  that  was  perfectly  all  right.  There  wasn’t  any 
desire  to  reapportion  the  senate  in  1961,  therefore  there 
was  no  effort  to  reapportion  the  board  because  the  same 
principles  would  apply.  So  nothing  happened  on  the  board  in 
1961.  I  think  the  thing  that  made  it  go  later  on  was  that 
people  were  afraid  there  would  be  a  court  ordered 
reapportionment,  and  I  don’t  think  they  wanted  to  do  that. 
But  you  never  got.  any  extra  consideration  from  the  party? 

No.  It’s  hard  to  tell  people  on  the  outside  but  the  party 
doesn’t  give  you  any  money.  You  raise  your  own  money. 

People  coming  into  politics  seem  to  think,  once  I’ve  gotten 
a  party  position,  I’m  going  to  have  all  this  money  come  to 
me.  Even  Jerry  Brown  is  having  some  problem  with  that  idea 
right  now.  But  that’s  not  what  happens.  The  party  just  is 
not  an  effective  money  raiser.  About  all  the  party  does  is 
facilitate  interchange  of  ideas  and  stuff  like  that.  You 
get  to  meet  people  easier.  It’s  sort  of  a  forum  to  get 
together,  but  it  doesn’t  bring  money.  It  doesn’t  bring, 
really,  a  lot  of  support.  That’s  one  of  the  strange 
things.  Some  people  in  the  party  will  help  you.  I  mean, 
you  can  go  to  their  districts,  and  they  will  help  you 
campaign  in  their  district.  Some^  of  the  legislators  were 
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were  running  against  a  Republican  incumbent,  were  glad  to 
have  an  outsider  come  in  and  travel  around  the  district  with 
me.  I  had  that  happen  in  San  Diego  County  and  a  couple  of 
other  places  a  number  of  times,  people  who  weren’t  in, 
trying  to  get  in,  glad  to  see  you  and  met  you  through  the 
party.  But  money?  Forget  it.  You  raised  your  own.  In 
fact,  one  of  the  things  I  did  as  a  candidate,  I’d  get 
contributions  at  the  very  last  part  of  the  campaign,  which 
is  a  terrible  time  to  get  money;  you  can’t  do  anything  with 
it,  really.  So  I  used  to  give  some  of  my  money  to  other 
candidates  who  I  knew  were  in  a  hole. 

The  days  when  you  could  do  that  and  not  get  in  trouble. 

Nobody  thought  it  was  bad  in  those  days. 

What  was  your  main  source  of  campaign  funds  through  your 
several  elections? 

We^  were  sort  of  the  ’’good  government”  guys,  so  what  we  tried 
to  do  was  go  to  people  who  we  felt  were  interested  in  good 
government.  Remember,  we  were  raising  rather  small  amounts 
of  money.  We’re  talking  about  $25,000,  $30,000.  If  you  had 
dinners  and  other  gimmicks  going,  you  could  raise  that  kind 
of  money  without  great  difficulty.  You  had  to  work  at  it 
but  you  could  raise  that  without  spending  the  whole  damn 
campaign  worrying  about  it.  You’d  have  an  initial  expense 
of  setting  up  a  campaign  office,  which,  :in  those  days,  was 
$4,000  or  $5,000.  You’d  pay  somebody  $1,000  a  month  to  be  at 
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the  headquarters,  and  he’d  probably  run  up  $2,000  or  $3,000 
worth  of  telephone  bills.  So  maybe  $10,000  or  $12,000  would 
pay  for  the  campaign  headquarters,  which  was  used  primarily 
as  a  place  to  plan  the  use  of  your  time.  We  tried  to  keep 
as  much  of  that  as  we  could  out  of  the  board  office.  You 
couldn't  help  but  have  some*  of  it  rub  off  on  the  board 
office  because  you  had  to  campaign  when  you  weren't  doing 
board  work.  But,  basically,  we  had  people  at  the 
headquarters  to  plan  your  time,  and  that’s  what  they  did. 

That  was  the  day  of  the  district  type  of  campaign,  where  you 
go  out,  you  call  on  the  newspaper,  you  talk  to  the  Rotary, 
and  you’d  go  see  a  mayor  or  a  city  council  member  or  a  city 
manager,  go  to  a  school,  do  whatever  was  appropriate  in  the 
district.  Go  to  some  dinner,  meet  with  Democrats,  that  kind 
of  stuff.  That  was  your  typical  day,  and  your  staff  set 
that  up.  That’s  what  their  job  was,  was  to  set  that  tip. 

You’d  try  to  get  some  publicity  out  of  that.  Maybe  you’d 
try  to  raise  a  little  money,  try  to  get  with  the  local 
people.  You  did  things  like  that  in  Riverside  County,  San 
Bernardino  County.  We’re  talking  about  in  the  lower  depths 
of  these  kinds  of  things.  Then,  if  you  were  going  to  do  the 
outside  of  those  counties,  you  take  a  two-  or  three-day  trip 
and  go  to  Bars tow  and  Needles  and  Blythe  and  all  that 
stuff.  It  was  worthwhile  doing  that  because  candidates 
rarely  went  out  there,  and  it  helped  me  carry  those  counties. 
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I  always  carried  San  Bernardino  County.  One  time,  every 
Democrat  in  the  place  was  defeated  but  me,  so  it  was  worth 
doing. 

As  your  campaigns  went  on  and  television  became  more 
prominent,  did  you  ever  use  that  medium? 

Yes,  we  did.  We  used  it  in  1982.  We  used  a  ten-second 
spot,  and  we  got  a  lot  of  bang  for  the  buck  out  of  those. 
I’ve  told  a  lot  of  other  candidates  that  that  was  a  big  deal 
and  that  you  couldn’t  go  wrong.  I  think  the  time  costs 
about  $200,  something  like  that;  it’s  not  that  expensive. 

So  what  you  do  is,  you  buy  100  spots.  Your  production  cost 
for  making  a  spot  is  about  $10,000,  even  a  ten -second 
[spot].  It  takes  time.  Every  millisecond  is  minutes  to 
those  people.  It  takes  doing.  It  took  us  about  a  month  to 
make  that  spot,  a  lot  of  work.  But  it  got  made.  We  bought 
the  time,  and  a  lot  of  people  saw  it.  This  is  in  1982, 
after  I  won  the  primary  rather  narrowly,  39  [percent]  or  36 
percent  or  whatever  it  was.  We  felt  that  we  wanted  to  win 
as  big  as  possible  in  the  general.  We  didn’t  want  to  just 
go  on  our  momentum;  we  wanted  to  add  to  the  momentum.  So 
that’s  why  we  put  on  a  stronger  campaign  than  we  needed  to, 
just  to  deal  with  that  problem  of  having  looked  poorer  in 
the  primary. 

Had  that  been  the  first  campaign  in  which  you  used 
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That’s  the  first  one  I  used  television.  In  the  early  days, 
you  used  to  get  on  news  shows.  Baxter  Ward  would  interview 
people  like  that.  He  was  a  newscaster  and  he  would  tend  to 
interview  people  like  me.  You  could  get  on  some  weird  hour 
of  the  day.  Television  today  is  totally  different  than  it 
was  in  those  days.  The  studios  were  really  looking  for  ways 
to  fill  up  time,  so  what  they  were  doing  is  trying  to  find 
people  who  were  interesting  or  there  was  some  current  value 
in  interviewing  them.  So  they  had  shows  where  that’s  what 
they  did:  they  just  interviewed  people  like?  me.  So  if  you 
knew  who  the  person  was  putting  it  on,  you  could  get  on  the 
show.  Of  course,  you  can’t  do  that  anymore.  Everybody  in 
the  world  wants  to  get  on.  It’s  different.  But  in  those 
days,  it  was  pretty  informal  and  you  could  get  on.  The  same 
thing  applied  in  radio.  Radio  had  a  lot  more  news  shows 
then  than  it  doe?s  now.  You  were  just  talking  about  coming 
here  listening  to  KFWB.  In  those  days,  there  were  news 
stations,  but  every  station  had  news.  So  you  could  get  on 
their  news  show  somehow.  There  was  some  hanger  you  could 
get  on.  People  have  the  id€?a  that  a  radio  station  is  some 
great  big  operation.  Most  radio  stations  have  an  engineer, 
a  clerk  who  answers  the  phone,  and  an  announcer  who  does 
everything.  That’s  the  typical  thing.  So  you  call  on  the 
station,  and  the  guy  is  rolling  a  record  and  he  comes  out 
and  talks  to  you  and  goes  back  and  rolls  the  record.  Then, 
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he  comes  out  and  grabs  a  mike  and  starts  talking  to  you,  and 
you’re  on  the  air.  That’s  happened  to  me  quite  a  number  of 
times.  So  you  took  advantage  of  all  those  things.  The 
weekly  papers  were',  all  over  the  place  in  those  days.  They 
still  are  but  they’re  not  quite  the  same  today  as  they  were 
then.  They  all  used  to  try  to  make  some  effort  to  print 
news  and  to  deal  with  current  events.  So  you  could  get  a 
story  in  a  weekly  paper  if  you  got  it  to  them  by  Monday. 
That’s  the  critical  thing:  get  it  to  them  by  Monday. 
[Laughter] 

So  you  made  a  lot  of  use  of  weekly  papers. 

We  made  as  much  use  as  we  could  of  weekly  newspapers. 

Usually  they  were  read  by  the  kind  of  votes  we  were  after. 
We’re  talking  about  older  voters,  people  who  didn’t  have  a 
lot  of  money.  The  papers  were  thrown;  that  is,  they  were 
free.  You’d  he  surprised,  a  lot  of  people  read  those. 
Especially  in  a  part  of  L.A.  County,  in  the  Echo  Park  area, 
that  was  a  very  effective  bunch  of  newspapers.  They’re 
still  there,  by  the  way.  But  they  were  very  effective.  To 
get  two  or  three  little  stories  in  the  campaign,  that  was 
very,  very  helpful.  To  get  endorsed  by  those  newspapers  was 
very  helpful. 

In  the  1962  election,  by  this  time  cross-filing  is  over,  I 
believe.  Yet,  still  I  find  the  Republicans  lost  two  seats. 
Again,  I  believe,  it  was  Reilly  and  Leake  uncontested.  How 
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They  just  didn’t  feel  it  was  worthwhile  running  against 
them.  Leake  had  this  overwhelming  support  of  the  newspapers 
in  his  district.  He  had  been  president  of  the  California 
Newspaper  Publishers  Association,  knew  them  all  very  well, 
was  well  liked  by  them.  It  would  be  very  difficult  for  a 
candidate  to  mount  any  kind  of  campaign  in  the  district  he 
had.  If  you  recall  northern  California  at  that  time,  a 
whole  lot  of  little  communities  with  a  single  newspaper  or 
county  paper  that  covered  the  area.  He  was  close  to  all 
those  people  who  ran  those  papers.  He  had  a  man  as  his 
deputy  that  was  very  effective  in  covering  those  areas,  so 
that  Leake’s  presence  was  felt  throughout  his  district.  He 
was  a  great  letter  writer.  He  was  one  of  those  people  that 
had  a  typewriter  right  at  his  desk  and  wrote  letters  all  the 
time.  Lots  of  them  got  published  in  these  papers.  So  he 
kept  in  touch  with  everybody;  he  was  very  good  at  that. 
Reilly  had  a  lot  of  things  going.  He  was  big  in  the  Moose 
[Lodge].  He  had  run  for  mayor  in  San  Francisco.  He  didn’t 
do  it  while  I  was  on  the  board.  I  think  he’d  done  it  just 
before  I  met  him  in  1958.  He  was  well  known  in  his 
district.  San  Francisco  dominated  his  district,  if  you  look 
at  the  map.  The  other  communities  didn’t  really  hav€i  much 
going  for  them  politically,  at  that  time.  Of  course,  things 
have  changed  now.  But  people  didn’t  want  to  run  against  him 
unless  they  had  a  lot  of  money  and  a  good  issue.  He  was 
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pretty  good  at  making  himself  hard  to  hit,  let’s  put  it  that 
way.  So  that  applied  to  that. 

You  ran  against  James  Flournoy.  Do  you  recall  him  or  his 
platform? 

It  was  Jim  FlourNOY.  He  called  himself  Jim  FlourNOY,  as 
opposed  to  Houston  Flournoy.  Flournoy  was  a  black 
Republican  who  had  a  campaign  headquarters  at  Olympic 
[Boulevard]  and  Vermont  [Avenue],  T  believe  it  was. 
Apparently,  the  building  was  to  be  torn  down  or  moved.  It 
was  a  very  conspicuous  building.  It  was,  of  course,  before 
the  Santa  Monica  Freeway  was  built.  So  every  time  you  drove 
down  Olympic,  you’d  see  the  Flournoy  headquarters.  Flournoy 
was  a  very  pleasant,  nice  guy,  and  he  thought  he  was  going 
to  do  pretty  well.  He  got  good  coverage  in  the  papers  and 
was  doing  pretty  well,  and  then  he  made  a  mistake.  He  went 
down  to  Orange  County  and  got  his  picture  taken.  That  was  a 
mistake.  You  couldn’t  be  black  and  win  in  Orange  County  in 
those  days.  Once  he  did  that,  I  figured  I  was  going  to 
win.  We  had  campaigning  down  pretty  cold  by  then.  We  knew 
what  we  were  doing.  I’d  been  an  incumbent  for  four  years, 
so  we  were  getting  a  lot  of  publicity.  But  I  can  remember 
the  critical  thing  in  that  campaign  was,  there  was  a  landing 
in  Lebanon  or  some  crisis.  It  couldn’t  have  been  Lebanon. 
The  Cuban  missile  crisis. 

Th e  then  Rep ub  3 i c an  s en a t or ,  I  r ememb e r ,  had  his  p i c t are 
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taken  getting  in  a  flight  suit  to  get  in  a  fighter  plane  to 
fly  back  to  Washington. 

Would  that  have  been  [U.S.  Senator  Thomas  H.  ]  Kuchel? 

Kuchel.  And  the  campaign  was  over  right  then.  What 
happened  was  that  all  incumbents  were  reelected.  That  was 
the  effect,  whether  Republicans  or  Democrats.  People  didn’t 
want  to  rock  the  boat.  I  remember  Richard  Richards  was 
running  for  U.S.  Senate  against  Kuchel,  and  he  remembers 
that.  I  remember  one  of  the  last  times  I  saw  him,  we  talked 
about  that  damned  picture.  [Laughter]  He  said,  "That  was 
it.  It  was  all  over  when  that  happened. "  So  he  never 
became  a  U.S  senator.  Kuchel,  as  far  as  I  know,  is  still 
alive,  and  you  should  interview  him. 

Do  you  recall  that,  aside  from  the  automatic  reaction  of 
Orange  County,  race  was  any  factor  in  that  19(32  election? 
Obviously,  as  a  Democrat  depending  heavily  on  the  black  vote 
and  minority  votes  generally,  we  didn’t  make  any  issue  out 
of  it.  So  our  position  was  just  to  play  it  real.  cool.  We 
played  that  we’d  been  an  active  incumbent  and  we  saved  money 
and  improved  service  and  all  the  other  good  things  that  you 
do  when  you’re  in  office  and  kept  going  on  that.  We  were 
hoping  that:  Pat  Brown  would  defeat-  Nixon.  Although  Nixon 
was  a  strong  opponent  for  Pat,  he  didn’t  really  have  a 
feeling  for  state  government  stuff.  Like,  he  called  the 
state  capitol  the  state  house.  That  was  right  at  the 
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beginning  of  the  campaign.  That  might  have  been  an 
appropriate  word  someplace  else  but  it  wasn’t  appropriate  in 
California,  and  he  made  a  number  of  mistakes  like  that.  I 
don’t  think  he  really  had  his  heart  in  being  governor.  What 
he  really  had  his  heart  in  was  being  president,  and  he  hoped 
to  use  the  governorship  as  a  springboard.  I  think  people 
just  weren’t  that  enthusiastic  about  that.  But  the  campaign 
was  sort  of  laggard.  I  remember  it  was  awfully  hard  to  make 
it  go.  I  remember  once  I  was  in  Hawthorne,  of  all  places. 

It  just  seemed  to  me  that  we  were  slugging  it  out  and  not 
getting  anywhere.  But  the  minute  this  flight  suit  thing 
came,  all  of  a  sudden  everything  was  different  after  that. 
That  was  about  two  weeks  before  the  election,  as  I  remember, 
a  very  short  time  before  the  thing. 

Finally  on  Flournoy.  Is  that  the  same  one  who  ran  against 
Jerry  Brown  for  secretary  of  state  in  1970? 

Yes.  He  ran  for  a  number  of  offices.  I  think  he  ran  for 
controller.  He’s  run  for  three  or  four  offices.  When 
Reagan  was  elected  governor,  he  appointed  him  director  of 
the  Department  of  Employment,  or  something  like  that.  Then, 
he  got  on  the  Employment  Appeals  Board,  which  was  paid  very 
well.  He  was  paid  more  than  me  quite  a  bit  of  the;  time.  He; 
held  various  appointive  offices.  He  may  even  have  one  now. 
He’s  been  very  good  at  getting  them.  His  wife,  apparently, 


was  somebody.  I  never  did  really  meet  her.  If  I  met  her,  I 
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don’t  remember  her.  But  she  had  a  very  good  reputation. 

She  was  a  principal  of  a  school  and  well  known  in  the  black 
community  and  the  educational  community.  Everybody  liked 
her,  and  I  think  that’s  one  of  the  reasons  he  did  as  well  as 
he  did.  I  notice  that  she’s  died.  I  haven’t  seen  Jim  for 
an  awfully  long*  time.  But  he  could  very  well  have  an 
appointment  in  this  administration  because  he  is  adept  at 
getting  them. 

de  GRAAF:  Were  there  any  outstanding*  issues  between  the  two  of  you 

that  you  can  recall? 

NEVINS:  No,  I  really  can’t.  I  haven’t  thought  about  that  campaign 

for  an  awfully  long  time.  I  think  the  main  thing  was  that  I 
was  an  incumbent.  I  think  the  people  of  California  at  that 
time  were  not  used  to  having  the  Democrats  stay  in  office. 
You  remember  that  Culbert  [L. ]  01 son  only  had  it  one  term 
and  a  disastrous  term  at  that.  We  were  concerned  that  we 
would  be  tagged  as  radical,  left-wing  nuts.  That  was  a 
concern,  at  least  in  my  campaign  and,  1  believe,  in 
C  r  an  s  t  on  ’  s  c  amp  a  i  gn .  We  wan  t  e  d  t.  o  s  how  we  were  s  t  e  a  dy 
people,  the  kind  of  people  who  should  be  kept  in  office 
because  we  were  very  good  fellows .  That  was  the  atmosphere 
we  were  trying  to  create.  Remember,  the  press  was  very 
Republican  in  those  days,  the  Times,  in  particular.  This  is 
before  the  Times  that  you  think  about  today.  The  L.A,  Times 
was  a  pretty  awful  paper.  The  Examiner  was  just  about  as 
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bad.  So  we  had  to  keep  our  noses  pretty  clean.  We  always 
wore  suits. 

The  1966  election,  generally  a  disaster  for  Democrats  in 
California,  yet,  again,  all  four  Democrats  on  the  Board  of 
Equalization  won.  Do  you  feel  that  a  lot  of  people  didn’t 
consider  the  board  a  partisan  office? 

I  t h  i  n k  t hat ’ s  cer t a inly  part  of  it,  t h a t  t h ey  didn’t  t  h i nk 
it  was  a  partisan  office.  I  think  we  didn’t  conduct 
ourselves  in  a  very  partisan  way.  It’s  pretty  hard  to  be 
partisan  collecting*  taxes  even  if  you  want  to  be  partisan. 
Pat  Brown  had  always  distanced  himself  from  us  in  one  way  or 
another,  so  when  he  went  down,  the  stuff  didn’t  rub  off  that 
much  on  us,  although  it  rubber!  off  on  me  more?  than  the  other 
board  members.  I  don’t  remember  whether  the  others  all  had 
opponents  again.  Did  they? 

I  think  they  did  this  time,  yes. 

Did  they? 

Yes . 

But  I  don ’  t  t h i nk  an y  of  t he  people’s  opp on en t s  d i. d  much , 

I’m  wondering  if  they  were  fairly  weak  or  unknown  at  that 
point  in  time. 

I  don’t  recall  any  of  the  opponents  amounting  to  much,  I 
really  don’t.  I  can’t  remember  Leake  having  an  opponent  at 
that  time. 

I  think  they  all  did  have  opponents.  I’ll  look  that  up. 
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Yes,  the  Republicans  did  run  candidates  in  all  the 
districts.  Did  either  Reagan  or  the  Republican  party  try  to 
include  the  Board  of  Equalization  in  its  tickets? 

NEVINS:  In  those  days,  as  now,  you  had  different  television  for 

northern  California  and  southern  California.  Reagan  did 
have  a  thing  where  he?  had  all  the  other  Republican 
candidates,  and  he  did  have  McCarty  on  his  show.  This  was 
two  or  three?  days  before  the?  election. 

[End  Tape  12,  Side  A] 

[Begin  Tape  12,  Side  B] 

NEVINS:  It  seemed  to  me  at  the  time  that  the  Reagan  people  were? 

floundering.  But  I  believe  I’m  wrong  on  it.  I  thought  the 
campaign  went  against  Pat,  again,  toward  the  end.  Pat  came 
on  as  a  guy  with  a  whole  lot  of  programs  and  he  talked  a 
lot,  and  people  were  tired  of  him;  they  wanted  a  change. 
Reagan  represented  a  change.  I  think  Pat’s  loss,  which 
turned  out  to  be  rather  a  large  one,  carried  through  all 
these  other  offices.  The  only  one  to  which  it  didn’t  carry 
was  his  appointee  as  attorney  general  [Thomas  C.  Lynch] . 
Keeping  in  mind  I  had  the  eight-county  district  then.  I 
remember  both  of  us  met  at  the  inauguration  and  said,  "A 
miracle  is  the  only  thing  that  brought  us  here,”  [Laughter] 
de  GRAAF:  So  you  think  it  was  Reagan’s  last  minute  surge,  more  or 

less,  that  let  McCarty  give  you  such  a  close  race. 


NEVINS: 


Yes,  because  McCarty  himself  had  virtually  no  campaign.  He 
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was  in  the  truck  brokerage  business,  and  we  were  never  able 
to  figure  out  why  he  ran,  what  he  was  going  to  do  on  the 
board,  what  was  on  his  mind.  We  knew  that  he  didn’t  have 
much  of  an  employment  record.  T  just  can’t  tell  you  very 
much  about  him.  He  did  announce  from  San  Diego  that  he  had 
won  about  eleven  o’clock  on  election  night.  T  believed  he 
had  won,  too.  I  went  home  and  got  to  the  office  the  next 
morning  at  eight-thirty.  I  had  my  office  here  in  Pasadena 
by  then.  My  deputy  had  gotten  up  early,  about  six- thirty, 
and  telephoned  all  our  people  in  the  different  counties  that 
we  didn’t  have  the  results,  and  she  got  the  results  which 
showed  that  I  won  and  Cranston  lost.  I  had  the  job  of 
trying  to  find  Cranston,  who  was  on  a  plane  at  that  point. 

He  was  on  a  DC-3 — T  don’t  know  why,  because  they  really 
weren’t  that  common  at  that  time — flying  from  Los  Angeles  to 
San  Francisco.  I  had  to  tell  his  campaign  in  L.A.  and  San 
Francisco  to  make  sure  he  knows  he  didn’t  win.  He  was  ahead 
late  at  night.  He  lost  on  the  L.A.  County  results,  which 
came  in  about  four  or  so  in  the  morning  and  some  other 
results  around  the;  state  that  came  in  very,  very  late.  L.A. 
County  vote  tallying  was  very  slow- -slow  then,  slow  now.  No 
change;  it’s  still  terrible.  I  don’t  know  why  it  takes  so 
long  in  L.A.  County;  it  just  does.  You’ve  had  some  problems 
in  Orange  County.  But  you  didn’t  in  those  days.  They  used 
to  just,  ban go !  You’d  have  them  by  ten,  eleven  o’clock. 
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What  they  did  in  those  days,  in  the  hand  counting,  they 
would  try  to  get  certain  key  precincts  in,  and  you  could 
tell  whether  you  were  going  to  win  or  not  by  what  you  did  in 
those  precincts.  Now,  you  get  these  results  and  you  don’t 
know  where  they  come  from  or  anything  about  them.  You  can’t 
make  any  judgment  from  the  results  you  get.  In  those  days, 
you  knew  where  they  came  from.  You  knew  whether  you  were 
going  to  win  or  lose.  If  you  got  a  big  enough  margin  in 
such  and  such  a  thing,  you  knew  you  were  going  to  win  the 
state.  If  you  only  lost  Orange  County  by  10,000  votes,  why, 
hell,  the  rest  of  the  state  was  in  your  hand. 

One  final  thing:  did  the  closeness  of  that  election  in  any 
way  influence  you  or  the  Democratic  party  as  far  as 
reapportioning  your  district  was  concerned? 

I  don’t  think  that  had  anything  to  do  with  reapportioning. 
The  reapportionment  of  the  board  came  about  because  the 
senate  got  reapportioned,  and  the  machinations  of  that  are 
beyond  me.  I  can’t  tell  you  all  the  gimmicks  that  went  on 
in  that  because  they  were  very  extensive.  There  were 
pensions  and  buying  districts  and,  God,  it  was  a  real  mess. 

A  couple  of  my  friends  were  defeated.  [James  A. ]  Jim  Cobey 
was  one  of  them,  a  state  senator  from  Merced  and  whatever 
the  other  county  he  had  [Madera] .  He  got  combined  with  a 
Republican  and,  the  way  the  district  was  set  up,  he  got 


defeated.  Quite  a  few  of  the  old-timers  were  defeated. 
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You’re  talking  about  the  reapportionment  that  took  place  in 
the  mid-sixties  Linder  the  supreme  court. 

Yes.  I  think  the  first  election  that  we  had  on  it  was  .  .  . 

Was  1966. 

No.  It  was  later  than  that. 

I  know  the  reapportionment  plan  was  ordered  by  the  court  in 
1965  and,  I  believe,  passed  by  the  legislature  very  late 
that  year. 

Well,  maybe  that’s  right,  1966.  We  weren’t  reapporti oned, 
though.  We  were  reapportioned  on  the  decennial 
reapportionment.  But  the  forces  that  had  gotten  the  senate 
reapportioned  affected  us.  I  think  the  thing  that  put  it 
through  was  that  the  board  members  agreed  that  we  had  to 
reapportion.  They  got  together  behind  my  back.  They  wanted 
to  get  rid  of  me. 

The  other  Board  of  Equalization  members? 

Oh  yes.  So  they  created  a  district  for  me  that  I  couldn’t 
win.  It  had  San  Diego  [County]  and  Orange  County,  and  it 
did  have  a  little  piece  of  L . A .  County.  Then ,  they  t ook  t he 
good  parts  of  L.A.  County  and  put  them  in  their  district. 

So  what  happened  was  that  this  is  the  bill  that  came  out  of 
the  senate  in  the  summer  of  1971.  At  that  point,  I’d  run 
against  Jarvis,  and  I’d  hired  a  guy  named  Joe  [Joseph  R. ] 
Cerrell  to  handle  the  campaign.  When  I  was  going  to  run 


against  Jarvis,  I  had  to  change  gears  because  he  was  looking 
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at  the  50,1  percent  vote  that  I ’ d  gotten  in  1966  and 
thought,  gee,  I  can  beat  this  guy  Nevins.  He  wasn’t  a 
well-liked  Republican;  I  don’t  want  to  kid  you  about  that. 

In  any  event,  I’d  hired  Joe  Cerrell.  Joe  Cerrell  had  done 
some  lobbying  over  time,  and  when  the  results  of  this  197] 
reapportionment  came  out  of  the  state  senate,  handled  by  his 
friend  and  my  friend,  Merv  Dymally  .  .  . 

de  GRAAF:  You’re  talking  about  Senate  Bill  19  that  Dymally  was  sponsor 

of?1 

NEVINS:  We  decided  we’d  change  that  bill.  So  what  we  did  was  we 

found  out  where  the  numbers  were  and  what  the  mechanical 
procedures  were  that  we  were  going  to  have  to  follow.  It’s 
funny  but  D’Agostino,  of  BAD  campaigns,  was  the  technical 
person  involved  with  the  reapportionment,  if  you  can  believe 
it,  for  the  assembly.  He  had  some  room  some  place,  or  he 
had  a  key  in  it,  and  we  went  out  and  designed  new 
districts.  The  legislature,  at  that  time,  was  in  session  up 
until  November.  The  amended  bill  came  out  on  a  Monday,  and 
my  deputy  flew  to  Sacramento  on  campaign  money,  not  state 
money,  and  she  happened  to  see  one  state  employee  up  there 
who  didn’t  really  tell  everybody  she  was  there.  She  went 
out  and  worked  on  the  mechanics  of  getting  the  district 


1.  S.B.  19,  1971  Reg.  Sess.,  Cal,  Stat.,  oh.  1796. 
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together  that  we  did  finally  have.  You  have  to  be  on  board 
a  little  bit  on  reapport ionment  but  one  thing  is,  you  can’t 
have  islands  in  it.  In  other  words,  everything  has  to  be 
contiguous.  Our  theory  was,  we  were  going  to  have  a 
district  that  kept  only  one  county  and  one  city  in  the  whole 
state.  Of  course,  the  county  would  be  L.A.  and  the  city 
would  be  the  city  of  Los  Angeles.  The  city  of  Los  Angeles 
would  be  the  city  of  Los  Angeles.  The  city  of  Los  Angeles, 
you  look  on  a  map,  is  a  very  strange -looking  city,  so  that 
nobody  could  argue  with  you  about  cutting  it,  although 
there’s  a  way  to  do  it  without  cutting  it.  But  we  decided 
not  to  go  that  way.  So  she  did  all  the  things  to  get  them 
[Board  of  Equalization  districts]  within.  ...  We  had  to 
get,  like,  .1  percent  of  each  other  in  population.  You  had 
a  very  small  margin  in  those  days.  I  think  now  you  can  have 
up  to  10  percent  but  in  those  days  it  was  very  small, 
literally  .1  [percent].  It  was  close,  but  you  could  do  it 
with  the  other  districts.  The  other  guys  all  had  full 
counties.  You  just  juggle  little  mountain  counties  around 
until  you’ve  got  the  percentage  down,  and  they  were  so  small 
it  was  easy  to  do.  There  wasn’t  any  problem  with  them.  On 
a  Monday  in  Sacramento,  this  bill  [S.B.  19]  got  amended. 

They  had  a  hearing  in  the  back  of  the  assembly  chamber  for 
the  adoption  of  the  amendments.  The  bill  was  adopted  by  the 
assembly.  Remember,  this  was  a  senate  bill.  So  then,  of 
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course,  it  had  to  go  back  to  the  senate.  It  seemed  to  me 
that  the  board  member  that  got  mad  about  it  was  Lynch.  He 
went  up  there.  I  don’t  know  if  he  was  heard  in  the  assembly 
or  the  senate  because  we  were  all  down  here.  This  was  done 
by  remote  control.  Anyway,  the  bill  went  out  and  was  signed 
by  the  governor,  Reagan.  The  reason  he  signed  it  was  that 
it  met  these  things.  We  didn’t  cut  things  out;  we  didn’t 
have  strange  looking  shapes.  It  was  the  only 
reapportionment  bill  he  ever  signed. 

I  was  going  to  say,  this  is  a  unique  bill  for  the  Board  of 
Equalization,  wasn’t  it? 

The  only  one  he  signed. 

The  legislature,  he  vetoed,  and  that  dragged  out  until  the 
1974  reapportionment,  didn’t  it? 

I  don’t  know.  I  lost  touch  with  all  that  stuff  because  I 
wasn’t  affected  by  it.  It  was  one  of  those  political 
triumphs  that  I  had.  Walter  Karabian  was  the  one  that  put 
it  together  in  the  assembly  side.  He,  of  course,  played  a 
similar  role  in  1981.  He  wasn’t  in  the  legislature  but  he 
was  very  close  to  Willie  Brown.  We  had  a  difficult  time 
there.  Mr.  Bennett  wanted  to  have  San  Francisco  in  his 
district,  and  we  told  him,  ”If  you  do  that,  you  make  the 
other  district  Republican  for  sure.  Maybe  you’re  better  off 
not;  having  San  Francisco.”  It  took  a  lot  of  huffing  and 


puffing  to  get  him  on  board  on  that,  and  he  finally  bought 
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it.  I  think  his  problem  was,  he  couldn't  handle  the  gay 
vote.  But  his  objection  to  the  plans  kept  the  1981  bill 
from  flying  until,  again,  way  down  in  December.  Finally,  we 
got  our  bill  hammered  together.  This  time,  instead  of  using 
D'Agostino,  the  Republican  caucus  had  been  provided  by  the 
legislature  with  the  machinery,  the  data  processing  of  the 
census  tract  to  do  reapportionment,  and  they  wanted  to  have 
some  practice  on  that.  We  were  having  a  fight  with  the 
senate  side.  There  was  a  guy.  ...  I  can't  remember  what 
his  name  was.  It  seems  to  me  Shapiro  or  some  name  like 
that.  On  the  assembly  side,  there  was  another  thing  where 
we  Democrats  couldn't  use  their  machinery.  So  we  made  a 
deal  with  the  Republicans  that  we  would  do  our  work  by  hand 
and  then  we'd  have  them  check  it  to  make  sure  our  numbers 
came  out  right  and  we  had  no  islands  because  we  were  really 
worried  about  the  island  bit.  We  were  trying  to  take  care 
of  Collis's  apartment,  which  was  in  Manhattan  Beach,  so  we 
had  to  reach  down  the  coast  and  grab  this  apartment  around 
the  airport.  I  mean,  it  was  a  lot  of  hocus-pocus.  But 
anyway,  the  Republicans  were  delighted  and  kept  their  mouth 
shut,  did  it  all.  We  got  our  bill  technically  together 
correct.  The  Republican  on  the  board  liked  the  district 
because  it  gave  him  whole  counties.  He  had  to  lose  Kern 
County,  which  he  wanted,  but  he  couldn't  keep  it  because  it 
would  have  made  his  district  too  big. 
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You’re  talking  about  Dronenburg. 

Yes.  So  we  gave  him  Mono  and  Inyo  counties,  and  he  objected 
to  them  on  an  area  basis.  I  said,  ’’Ernie,  if  you  don’t  get 
80  percent  of  the  vote  in  those  counties,  there’s  something 
wrong  with  you.  You  can’t  get  80  percent  of  the  vote  in 
this  other  thing,  and  we  can’t  cut  Kern  County.”  By  this 
time,  cutting  counties  and  cities  was  a  really  big  issue, 
real  big,  so  we  still  had  the  same  rule,  part  of  L.A.  County 
being  in  with  L.A.  city,  and  no  one  objected  to  that.  We 
never  heard  anybody  ever  say,  ”Gee,  you  couldn’t  do  a 
district  where  you  didn’t  cut  L.A.  city.”  You  could,  but  I 
didn’t  do  it.  We  get  our  bill  going.  It  gets  to  the  last 
house.  Then  they  amend  the  assembly  and  the  congressional 
bill  onto  our  bill.  Jesus f  Of  course,  the  legislature  goes 
out  of  session.  Jerry  signs  this  thing,  like,  January  3  or 
something  like  that,  some  weird  time. 

So  your  bill  did  not  wind  up  as  a  separate  bill? 

No.  We  got  all  the  others  amended  onto  our  bill  at  the*  last 
minute.  Dronenburg'  just  about  had  a  baby.  He  was  about 
ready  to  go  public.  We  said,  ” Ernie,  look.  We  got  our 
bill.  This  is  the  only  bill.  Pray.  That’s  all  you  can  do 
at  this  point.  It’s  off  in  space.”  It  got  signed,  and  that 
was  it. 

That  was  Assembly  Bill  2  that  was  carried  by  [Richard] 


Alatorre? 
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Yes.  He  was  the  chairman,  a  hard  guy  to  deal  with.  But  he 
was  part  of  the  scheme.  He  was  very  close  to  Joe  Cerrell 
and  Karahian.  He  [Alatorre]  succeeded  Karabian  in  the 
assembly,  and  he’d  been  Karabian’s  assistant.  The1  politics 
of  this  is  really  weird.  Karabian  was  very  close  to  the 
speaker,  so  we  got  our  bill  through.  The  speaker  really 
didn’t  care  about  what  happened  to  Bennett,  even  though 
Bennett  was  attacking  him.  Bennett  didn’t  have  much 
sympathy  with  anybody.  But  Bennett  finally  got  himself  on 
board  on  that.  Now,  Collis,  it  seems  to  me — we’re  still 
talking  about  1981,  and  Collis  was  on  the  board  by  that 
time — he  objected  a  little  bit,  but  even  though  he  had  hired 
Berraan-D ’ Agost ino  to  handle  his  campaign,  they  gave  him 
absolutely  no  help  on  apportionment,  not  any.  It’s  an 
interesting  thing  here.  You  read  a  lot  about 
apportionment.  I  want  to  tell  you  something.  [Michael] 
Berman  and  Phil  Burton  did  the  whole  of  their  apportionment 
by  hand.  It  was  never  done  by  machine.  In  theory,  they  had 
access  to  the  senate  computers  but  they  got  into  a  fight 
with  this  guy  and  did  it  all  by  hand.  You  hear  all  these 
people  talk  about  computers  and  all  that  stuff.  That’s  not 
so.  It  was  done  by  hand,  a  hand  held  thing  that  they  got 
all  those  districts  together.  They  had  all  the  information, 
obviously,  and  a  form  that  they  could  use  but  the  work  was 
done  by  hand.  It  was  not  done  by  computer.  Now,  somewhere 
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along  the  line,  it  obviously  had  to  be  checked  out  so  you 
didn’t  get  the  island  problem. 

I’d  like  to  go  back  to  a  couple  of  things  in  the  1971 
reapportionment.  First  you  said  that  the  other  members  of 
the  board,  in  effect,  tried  to  give  you  a  Republican 
dominated  [district] . 

Yes. 

Why  were  they  trying  to  get  you  out  of  the  board? 

I  was  sort  of  an  irritant.  I  was  one  of  those  people  who 
wanted  to  do  things,  and  they  didn’t  want  to  do  anything. 

Was  there  any  issue  in  particular  you  can  recall? 

Property  taxes.  What  they  wanted  to  do  on  property  taxes  is 
do  as  little  as  possible.  I  know  it’s  hard  for  people  on 
the  outside  to  realize  but  a  lot  of  politicians’  idea  of  an 
office  is  a  sinecure  where  they  can  posture  a  little  bit  but 
don’t  do  too  much.  I  wasn’t  in  that;  I  like  to  do  things. 
They  didn’t  like  that.  Lynch’s  health  was  bad  and  he  didn’t 
want  to  do  too  much.  They  were  all  getting  pretty  old. 
Reilly  had.  .  .  .  What’s  this  sugar  disease  you  have? 
Diabetes? 

Reilly  had  found  he  had  diabetes  after  the  1958  campaign, 
and  he  was  having  more  and  more  trouble  keeping  track  of 
it.  It’s  one  of  those  things  where  you  have  to  do 
everything  just  right.  If  you  don’t,  you’re  real  bad.  His 


personal  habits  were  such  that  it  was  very  hard  for  him  to 
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stay  on  the  track.  It  became  a  big  project  to  keep  him 
going.  Leake  was  pretty  old  by  this  time.  He  was  in  his 
seventies.  He  didn’t  run  again  in  1972,  I  guess  it  was. 

No,  it  was  1970,  I  think. 

That’s  right.  He  didn’t  run  in  1970.  Bennett  came  on,  and 
he’s  just  a  very  difficult  person,  that’s  all.  He  never 
really  participated  in  running  the  board.  He  would  come  in 
on  little  bits  and  pieces  and  then  he  would  just  disappear. 
You’d  never  know  where  he  was.  He  didn’t  come  to  meetings. 
His  first  year  in  office,  he  missed  about  half  of  the 
meetings.  He’d  tell  you  he  was  coming.  He  might  show  up  at 
a  meeting  for  an  hour  and  then  just  drive  off.  It  was 
weird.  I  heard  he  did  the  same  thing  with  the  Public 
Utilities  Commission.  A  really  strange  person. 

That  explains  somewhat  why  this  effort  was  made  to  get  rid 
of  you.  You  wound  up  with  part  of  Los  Angeles  County  for 
the  Fourth  District  and  you  said  that  it  had  been  proposed 
instead  you  might  have  San  Diego  or  Orange  counties.  To  the 
best  of  your  knowledge,  did  all  of  this  just  happen  last 
minute  behind  closed  doors?  There  was  no  partywide  grand 
allocation  plan  for  the  Board  of  Equalization? 

None . 

[In]  1970,  you  said,  you  ran  against  Jarvis,  seemed  to  win 
fairly  handily.  Once  again,  I’d  like  to  know,  by  1970,  how 


did  your  Board  of  Equalization  race  tie  to  the  rest  of  the 
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party?  That  was  the  year  Unruh  was  the  Democratic 
candidate.  Were  you  particularly  close  to  him?  Was  your 
campaign  in  any  way  tied  with  his? 

No.  He  ran  pretty  independently.  I  was  very  discouraged 
with  Jesse  as  a  candidate.  I  felt  that  his  strongest  suit 
was  to  show  that  he  was  effective  in  government,  he  could 
get  things  done  for  people.  He  got  on  some  kick  where  he 
tried  to  be  like  Kennedy.  Of  course,  he  doesn’t  look  like 
Kennedy,  doesn’t  talk  like  Kennedy,  or  anything.  My  plan 
for  him  would  have  been  to  have  a  sort  of  road  show.  We’d 
go  out  and  campaign  all  over  the  state  and  have 
black-and-white  ads.  You  remember  they  had  color  TV  come 
about  that  time.  I  would  have  had  him  talking  to  people  in 
black  and  white  about  how  he  dealt  with  their  problems  in 
the  legislature.  The  implication  would  be  that  Reagan 
didn’t  do  anything  or  didn’t  know  what  to  do.  Sort  of  do  it 
that  way.  Jesse’s  campaign  was  just  a  total  disaster  from 
the  word  go.  He  went  out  and  attacked  some  guy  [Henry 
Salvatori,  one  of  Reagan’s  "Kitchen  Cabinet "]  on  Labor  Day 
out  in  Bel  Air.  Labor  Day,  of  course,  is  a  Monday,  right? 

On  Tuesday,  I  had  to  go  down  to  some  union  headquarters,  the 
one  that  deals  with  sanitation  workers.  SEIU,  Service 
Employees  International  Union.  So  I  go  down  there  and  talk 
to  their  research  person,  who’s  a  little  Jewish  liberal 
girl.  She  thought  it  was  terrible.  I  thought,  if  she 
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thinks  it’s  terrible,  how  can  anybody  think  it’s  good?  It 
was  just  a  disaster.  I  knew  I  was  going  to  win.  This  is 
the  campaign  where  Republican  leadership  was  very  blunt  and 
told  me  they’d  take  care  of  Jarvis  for  me?  because  he’d  done 
them  out  on  a  prior  campaign  and  they  didn’t  want  him 
elected.  So  they  just  did  him  in,  that’s  all  there  is  to 
it.  He  just  didn’t  have  anything  going  for  him.  He  had 
gotten  the  nomination  against  three  other  Republicans 
arising  out  of  the  fact  that  he  was  head  of  the  Apartment 
House  Owners  Association  in  L.A.,  and  they  were  fighting 
some  bond  issues  at  the  time.  They  had  a  rather  elaborate 
campaign.  He  was  the  spokesman  for  them,  so  that  he  was  on 
the  air  a  lot.  He  was  on  television,  on  radio,  he  was  being 
quoted  in  the  newspapers  quite  a  lot.  So  he?  was  by  far  the 
best  known  of  these  other  people  running.  So  he  won  the 
nomination.  The  reason  I  hired  Joe  Cerrell  was  that  what  we 
wanted  to  do  was  put  him  out  of  business  in  the  general 
election.  What  happened  is  that  Joe  wrote  every  radio 
station,  every  television  station  in  L.A.  saying,  ffIf  you 
put  Jarvis  on,  you’ve  got  to  put  me  on,”  knowing  that  they 
wouldn’t  put  him  on.  Jarvis  just  ran  into  this  iron  wall  of 
no  publicity.  He  thought  he  was  going  to  win  up  until 
August.  He  got  up  into  about  August,  and  I  remember  we 
heard  he?  had  given  up.  He  knew  he  was  out  because?  we 
applied  this  rule  against  him. 
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Did  he,  in  that  campaign,  raise  a  lot  of  the  issues  he  later 
became  famous  for,  cutting  property  tax  or  freeze  spending? 
He  talked  a  little  bit  about  excess  property  tax  but,  as  I 
remember,  he  didn’t  really  campaign  much  about  that.  He 
campaigned  about  some  issues  on  property  taxes  in  L.A. 

County ,  which  really  got  him  on  the  wrong  side  of  the 
assessor,  Phil  Watson.  As  I  recall,  he  didn’t  really  attack 
me  very  much.  Remember,  he  really  was  running  in  the 
Republican  primary,  so  he  was  trying  to  become  the 
Republican,  He  never  got  a  chance  to  do  much  in  the 
general.  Now,  he  had  a  column  in  a  paper  called  the  Canyon 
Crier.  Now  out  of  print,  it  was  a  weekly  distributed  to 
parts  of  Mulholland  Drive.  We  subscribed  to  that  right 
along  to  try  to  keep  track  of  him.  We  knew  that  he  was 
interested  in  the  property  taxes  way  back,  so  we  tried  to 
have  an  idea  wheit  he  was  doing  through  the  Canyon  Crier,  We 
subscribed  to  it  so  we’d  be  up-to-date.  We’d  get  it  through 
our  clipping  service,  but  we  wanted  to  have  it  quick,  so  we 
actually  subscribed  to  it  for  a  long  time.  [Laughter] 

In  the  1974  election,  do  you  recall  that  you  had  any  primary 
opposition? 

It  seems  to  me  that’s  when  I  didn’t  have  any  opposition. 

I  was  thinking  that  was.  .  .  .  You  did  have  a  token 
Republican.  His  name  was  William  Getty. 

William  Getty  was  our  employee  and  a  sort  of  second-rate 
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appraiser.  He  had  been  active  in  Republican  politics  at  a 
very  low  level.  Somewhere  along  the  line,  he  got  the  idea 
he  wanted  to  run  for  the  Board  of  Equalization,  so  he  ran 
and  just  never  got  anywhere.  He  left  the  board's  employ, 
although  in  those  days  you  couldn’t  fire  them.  In  the  early 
days,  when  a  person  ran  for  office,  you  fired  them  just  like 
that.  But  this  guy  was  in  where  we  couldn’t  do  that 
anymore.  But  he  quit  right  after  the  campaign,  sold  his 
house— he  lived  over  in  San  Gabriel — and  quit. 

Another  interesting  opponent  you  had  was  a  Peace  and  Freedom 
party  candidate.  His  name  was  Mike  Timko. 

Never  met  him.  He  ran  against  me  about  three  times. 

There  was  another  fellow  by  the  name  of  [Lewis]  McCammon 
that  ran  against  you  after  that  [1978]. 

I  never  met  either  of  them,  ever.  Even  where  they  had 
things  where  the  people  all  showed  up,  I  never  met  them.  If 
I  did,  it  doesn’t  ring  a  bell  with  me. 

So  you  don’t  recall  that  [Peace  and  Freedom]  party 
necessarily  representing  a  significant  segment  of  the 
population  or  issues? 

What  those  fellows  were  doing  is,  they  wanted  to  be  on  the 
state  central  committees  of  their  party.  So  if  you  became 
the  nominee,  by  statute  you  became  a  member  of  the  central 
comm i 1 1 ee  of  the  party.  So  that’s  what  that’s  all  about. 


They  weren’t  really  running  against  me.  They  were  just 
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getting  a  party  position;  that’s  what  they  were  really 
interested  in . 

Did  the  Peace  and  Freedom  party  itself  ever  take  any 
particular  stand  on  tax  issues? 

Not  that  I  am  aware  of.  They  certainly  didn’t  make  it  known 
to  me  or  anybody  else.  They  may  have,  but  I  never  ran  into 
it. 

In  the  1978  election,  you  were  in  the  enviable  position  of 
having  no  Republican  or  Democratic  primary  opposition. 

That  was  a  big  mistake  on  the  Republican  side.  I  think  if 
they  had  had  a  candidate  against  me — I’d  opposed  13 — they 
might  have  made  life  very  tough  for  me  in  the  general 
[election].  But  they  didn’t.  That’s  the  campaign  where  I 
really  went  out  on  a  limb  against  13  in  the  primary  and  got 
very  upset  with  Jerry  Brown.  In  the  general,  we  were  trying 
to  figure  out  what  sort  of  campaign  should  I  have.  We  got 
all  ready  with  sort  of  a  standard  campaign.  I’ll  never 
forget  one  day,  it  was  about  the  middle  of  July,  and  I 
suddenly  came  up  with  the  idea  [that]  that  would  be  the 
dumbest  thing  you  ever  did  in  your  life.  What  you  ought  to 
do  is  say  that  you’re  going  to  implement  Proposition  13.  We 
had  this  folder,  which  was  the  cleverest  goddamn  folder.  I 
might  be  able  to  find  one  for  you.  But  what  we  did  is,  we 


had  a  n  quest  ion  and  answer ft  on  Proposition  13.  Remember 
that  the  campaign  would  be  coming  in  at  the  time  when  the 
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[property  tax]  roll  was  going*  to  be  turned  over,  like  in 
September.  We  knew  a  lot  about  when  everything  was  going  to 
happen  because  we  were  doing  it.  You  had  to  postpone  the 
date.  Normally,  the  [property  tax]  roll  is  turned  over  on 
July  1.  I  think  it  was  turned  over  the  tenth  of  September 
or  something.  It.  had  to  be  changed.  So  we  got  this  thing 
called  a  "question  and  answer"  on  Proposition  13.  I've  got 
it  upstairs.  We  knew  what  was  on  people's  minds  because 
we'd  been  in  very  close  touch  with  the  assessors,  and  our 
staff  had  been  working  with  them.  So  we  had  all  the 
standard  questions  about  what  we'd  get  out  of  it,  what  are 
we  going  to  do  for  you,  all  of  that.  T  had  this  nice  little 
booklet  and,  on  the  very  back,  it  says,  "Vote  for  Dick 
Nevins."  But  I  had  every  word  checked  out  by  the  staff, 
lawyers  and  everything  like  that.  There  were  not  going  to 
be  any  mistakes  in  that  damned  thing,  and  it  just  did  the 
trick.  I  never  had  any  problems.  Nobody  ever  took  me  on. 
Now,  one  of  things  that  is  sort  of  odd  about  politics  and 
opposition:  if  you  treat  your  opponents  straight,  they 

don't  gouge  you.  They  don't  get  mad  at  you  and  try  to  get 
rid  of  you.  It's  when  you  play  games  with  them.  The 
Proposition  13  people  knew  I  was  against  it,  but  they  were 
very  blunt  about  it.  They  said,  "You  never  gave  us  a  bad 
time.  You  never  did  nasty  things  to  us.  You  gave  us 
straight  information.  You  didn't  play  games."  They  never 


took  me  on.  Isn't  that  weird? 
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That  is,  yes. 

I  never  could  understand  all  that.  But  who  am  I  to  argue 
with  them?  When  it  got  me  votes,  I  didn’t  argue  about  it. 
They  must  have  had  a  weird  way  of  trying  to  express  their 
views  because  I  notice  that  McCammon,  of  all  things,  and  the 
Peace  and  Freedom  party  got  over  100,000  [votes]  in  the 
fall.  Do  you  think  these  were  mostly  people  that  disagreed 
with  your  stand  on  13? 

Yes.  You’ve  got  to  have  some  way  to  voice  your  opposition. 
I’m  sure  they  voted  for  him,  even  though  if  he’d  gotten  in, 
they  would  have  been  appalled.  But  they  just  wanted  to  show 
me  they  weren’t  for  me.  That’s  what  it  boiled  down  to. 

Your  last  election  was  in  1982.  Here,  you  win  fairly  easily 
over  the  Republican  in  the  final  but,  as  you  said  earlier, 
had  quite  a  race  in  the  primary,  predominantly,  it  would 
seem,  against  a  fellow  by  the  name  of  Saul  banks ter, 

Saul  Lankster  was  a  crook  from  Compton.  I  think  he’d  been 
fired  from  the  school  district  for  misappropriation  of 
property.  He  was  under  investigation  by  the  attorney 
genera]  of  California  for  some  crime.  The  attorney  general 
didn’t  tell  me  what  he  was  being  investigated  for.  But  he 
was  a  friend  of  Willard  Murray,  and  Willard  Murray,  of 
course,  is  now  an  assemblyman.  Willard  Murray’s  job,  or 
form  of  employment,  was  riinning  campaigns  where  he  shook 
down  the  whites  in  L.A.  County,  the  big  donors,  and  he  put 
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out  mailers.  They  tried  to  shake  me  down.  He  was  working 
with  the  BAD  campaign,  Berman~D ’ Agostino.  They  found  out 
how  much  money  I  had  in  my  campaign  treasury,  which  at  that 
point  was  $55,000,  so  they  asked  for  $55,000  to  put  my  name 
on  those  folders.  I  said,  ”1  don’t  see  any  reason  why  I 
should  put  my  name  on  a  folder  in  the  Democi~at ic  primary.  I 
don’t  see  that  these  people  are  for  real  candidates.”  I’m 
giving  it  to  you  very  politely;  we  used  much  stronger 
language.  We  told  them  to  shove  it,  we  didn’t  want  to 
contribute  to  that.  So  they  decided  to  see  how  much  power 
they  had,  so  they  picked  out  Saul  Lankster. 

[End  Tape  12,  Side  B] 

[Begin  Tape  13,  Side  A] 

NEVINS:  We’re  now  talking  about  the  primary  of  the  1982 

campaign,  keeping  in  mind  that  I  had  my  new  district  in  L.A. 
County,  which  was  quite  Democratic.  In  fact,  it  was  so 
heavily  Democratic  that  whoever  won  the  primary  was  sure  to 
win  the  general.  You  then  ran  in  a  situation  where  you  had 
to  have  your  party  fight.  The  fight  really  revolved  around 
what  happened  in  the  primary  rather  than  what  happened  in 
the  general.  The  Berman-D ’ Agostino  people,  I  think,  felt, 
we’ll  use  Nevins  as  an  obscure  candidate  to  show  what  our 
direct  mail  power  is.  Keep  in  mind  that  they  were  going  to 
have  about  two  or  three  mailings  of  about  1  million  apiece 
dropped  in  Democratic  homes  in  a  period  of  about  five  days 
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before  the  primary  election  in  June  of  1982.  In  addition,  in 
the  black  community,  this  Willard  Murray  would  have  some 
special  mailings  for  Saul  Lankster,  where  they  made  him  look 
like  a  prince.  God,  he  was  all  dressed  up,  in  a  law  office 
and  everything. 

Was  Lankster  himself  not  black? 

Yes.  I  didn’t  find  out  about  these  mailings  until  Saturday 
morning  before  the  Tuesday  morning  [primary].  I’d  gone  away 
to  a  conference  in  New  Orleans  and  I’d  gotten  back  on  Friday 
night.  My  wife  picked  me  up,  and  I  asked  my  wife  if  there 
had  been  any  developments  in  the  campaign.  She  said,  "No, 
but  maybe  you  should  call  Shirley. tf  That  was  my  deputy, 
Shirley  Filiatrault.  So  I  called  her  up.  I  used  a  pay  phone 
where  there  was  a  lot  of  outside  noise,  and  I  asked  her  if 
there  had  been  any  developments.  Were  the  radio  spots  ready 
and  all  that  kind  of  stuff.  Next  morning,  a  friend  of  mine 
who  lives  in  Long  Beach  called  me  up.  He  says,  "Dick,  did 
you  get  this  mailing?"  [It  was]  showing  for  Lankster.  I 
said,  "No."  But  I  knew  exactly  what  it  was,  so  I  got  on  the 
phone  to  Joe  Cerrell’s  office  and  I  said,  "Joe.  ..."  I  had 
a  hard  time  getting  him,  but  I  had  his  home  number.  I  said, 
"We’ve  got  to  have?  our  radio  spots  out  as  soon  as  we  can  get 
them  out.  I  told  you  to  make  them."  Well,  he  hadn’t  made 
them.  So  what  we  did  is,  we  took  the  radio  spots  from  the 


prior  campaign  and  patched  them  together  for  this 
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campaign — how  do  you  like  that? — and  got  those  and  placed 
those  on  Monday  and  Tuesday.  Then,  we  wanted  to  get 
newspaper  ads  in  the  major  newspapers.  I  said,  "We  want  one 
in  the  Times  and  in  the  Examiner  and  any  other  paper  we  can 
get  in."  T  think  the  only  papers  we  could  get  in  were  the 
Times  and  the  Examiner.  The  other  papers  wouldn’t  take 
political  ads  on  election  day.  They  thought  they  were  evil 
politics.  What  our  purpose  was  with  these  radio  spots  and 
the  newspaper  ads  was  to  show  that  we  were  alive  and  well, 
that,  we  weren’t  just  not  campaigning. 

We  scraped  by.  Obviously,  it  was  the  last  minute  for 
Tanks ter.  There  was  no  chance  for  us  to  go  out  and  attack 
him.  That  wasn’t  the  right  way  to  do  it,  anyway,  for  an 
office  like  mine.  So  what  we  had  to  do  was  show  people  we 
were  campaigning.  So  the  combination  of  radio  spots  and  the 
newspaper  ads  let  people  know  that  I  was  out  there.  So  we 
dropped  about  $25,000,  $30,000  on  all  this  stuff  and,  of 
course,  won  the  primary  by  this  small  margin  [227,000  to 
173,000].  But  really,  it  was  an  error  on  the  part  of  Joe 
Gerrell.  He  should  have  been  more  attuned  to  the  fact  that 
this  could  happen.  We  knew  he  was  having  a  fight  with 
Berman-D ’ Agostino.  They  were  challenging  him  as  a  political 
manager,  and  they  were  trying  to  take  the  position  that  Joe 
didn’t  know  what  he  was  doing  anymore.  Joe’s  primary  thing 
has  been  judicial  candidates,  and  he’s  used  the  endorsements 
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very  effectively  in  that.  He  and  I  had  been  close  ever  since 
the  Jarvis  campaign.  So  we’d  employed  him  and  used  his 
office  as  a  headquarters  because  it’s  cheaper  to  do  that  than 
to  go  and  set  your  own  up.  He  hired  a  girl  that  was  just  for 
us.  He  had  a  phone  number  that  answered  "the  Nevins 
campaign."  We  didn’t  campaign  as  much  in  this  election.  We 
didn’t  campaign  anywhere  near  as  much  as  we  did  in  the  past. 
First,  we  didn’t  see  what  it  did  for  us.  You  know,  we  were 
getting  old  and  lazy  and  all  those  good  things. 

The  big  problem  was  that  Joe  should  have  spotted  that 
this  could  have  happened.  He  should  have  had  his  ears  out, 
either  through  printers  or  somebody,  that  something  like  this 
was  happening.  He  should  have  had  some  pickup.  I  met 
Lankster  a  couple  of  times,  and  he  told  me  that  something  bad 
was  going  to  happen  to  me.  But  I  just  couldn’t  believe  this 
guy.  He’s  a  pretty  shoddy  looking  guy  when  you  see  him, 
ordinarily.  Of  course,  they  dressed  him  all  up  for  the 
pictures.  It’s  funny  that  Merv  Dymally  got  involved  in  that 
thing  and  got  in  the  position  of  endorsing  Lankster  against 
me,  whereas  I’d  always  been  one  of  Merv’s  big  supporters. 

When  he  was  running  for  lieutenant  governor  again 

[1978] — -remember,  he  was  defeated  in  his  reelection — I  gave 

him  $1,000,  which  was  a  fair  amount  of  money  in  those  days. 

To  have  him  support  Lankster  was  just  weird.  Of  course, 
Lankster  lived  in  his  district,  and  he  somehow  got  himself 
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tied  up  with  Willard  Murray.  Willard  Murray  is  the  kind  of 
politician  that’s  on  the  take.  I  think  he  is  going  to  be  an 
embarrassment  to  the  party  over  time,  as  an  assemblyman .  I 
don’t  know  why  he  wanted  to  be  an  assemblyman,  but  anyway, 
there  he  is.  It  was  a  pretty  bad  thing.  Joe  sort  of  let  me 
down.  Remember,  you  always  hear'  about  the  campaign  managers 
running  campaigns?  Forget  it.  Candidates  run  the  campaigns, 
and  this  was  a  pure  and  simple  one.  I  had  to  get  out  and 
just  beat  people  to  death  to  get  this  thing  done.  Otherwise, 
I  don’t  know  what  they  would  have  done,  but  I  could  have  been 

defeated  for  real.  It  just  took  a  whole  working  Sunday, 

Monday,  and  Tuesday  to  get  all  that  stuff  done.  My  deputy 
got  some  hints  on  it,  but  it  never  really  got  through  to  her 
how  dangerous  this  was.  You  were?  talking  about  millions  of 
pieces  of  literature.  The  campaign  for  Lankster’s  saying  the 
incumbent’s  had  enough  or  he’d  been  there  long  enough. 

You  won  easily  because  of  your  district,  but  Bennett  and 
Coll is  both  had  very  narrow  wins,  and  Dronenburg  was  returned 
in  the  Third  District.  Why  do  you  think  by  1982  the 

Democrats  on  the  board  were  having  a  lot  tougher  fight? 

Col I is ’s  district  is  very  tough.  We  improved  it  a  little  in 
the  1981  reapportionment.  He  wanted  me  to  improve  it  more. 

I  said,  "Collis,  if  I  give  you  more  solid  Democrats,  there’ll 
be  no  chance  that  we?  could  ever  have  a  minority  candidate  win 
because  then  you  get  into  the  Anglo  thing.  I  really  don’t 
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want  to  do  that.  It’s  not  going  to  improve  you  enough  to 
make  that  much  difference  overall.”  He  knew  I  knew  what  I 
was  talking  about.  He  wanted  me  to  give  him  the  Fairfax 
District.  I  felt  if  you  took  the  Fairfax  District  out  of  my 
district  and  gave  it  to  him,  the  Jewish  voters  that  live 
there  will  vote  for  a  black.  But  I  have  to  pick  up  white 
voters  someplace  else  that  won’t  vote  for  a  black.  That’s 
where  we  were  on  that  one.  I  decided  I  wasn’t  going  to  get 
into  that  fight.  I  had  s ome  ob  1  i ga t i. on s  to  s ome  black  guys . 
But  Berman-D ’ Agostino  gave  him  no  help.  He  never  had  the 
kind  of  advice  where  he  could  talk  to  me  and  tell  something 
about  what  you  do  about  apportionment.  It  was  really  weird. 
By  this  time,  the  Thomas  Guides  came  out  with  zip  codes  and 
all  that  kind  of  stuff.  You  didn’t  have  to  be  a  big  dealer 
to  know  how  to  advise  somebody  about  something  like  this;  it 
was  pretty  available.  And  census  tract  information  was 
readily  available.  We  had  it  all;  everybody  had  it.  Of 
course,  we  got  ours  from  the  Republicans,  but  it  was 
available.  Anybody  could  get  it.  How  people  had  voted  in 
the  thing,  what  the  registration  was,  the  percent  of 
turnout — all  that  kind  of  stuff  was  readily  available.  He 
didn’t  do  any  of  that.  We  gave  him  his  district.  What’s  the 
county  that  Stockton’s  in?  [San  Joaquin]  I  gave  that  to 
Bennett  because  it  was  turning  from  Democratic  to 
Republican.  But  Bennett  had  Alameda  and  Contra  Costa 
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counties,  which  are  pretty  Democratic,  and  then  he  had  Shasta 
County,  which  is  pretty  Democratic.  But  the  rest  of  his 
district,  including  Sacramento  County,  is  getting  bad.  Look 
at  the  elections  and,  Jesus,  the  Republicans  are  being 
elected  all  over  the  place  up  there.  But  the  best  I  could  do 
for  Coll is  was  [to  relieve  him  of]  San  Joaquin  County.  I 
gave  that  to  Bennett  and  added  something.  I  guess  I  gave 
Coll is  some  little  cow town. 

You  say  "you  gave.”  In  the  1981  reapport  ionment ,  were  you 
pretty  much  the  one  that  designed  it? 

I  did.  [Laughter]  There  wasn’t  any  question  about  it.  The 
other  people  had  no  mechanical  input  at  all. 

Alatorre,  in  effect,  picked  up  your  design  and  put  it  into 
his  bill? 

Right.  [Laughter]  Shirley  and  I  did  it.  She  did  most  of 
the  dirty  work.  I’d  tell  her  what  we  wanted  to  do  in 
principle,  then  she  did  the  dirty  work. 

Again  in  1981,  in  spite  of  all  of  the  almost,  now  classical 
work  that  Phil  Burton  was  supposed  to  have  done,  it  did  not 
include  thinking  through  Board  of  Equalization  boundaries? 

No.  I  did  it.  I’ve  known  Phil  a  long  time.  I  called  him 
about  it  a  little  bit  one  time  about  some  element  of  the 
thing.  I  was  catching  some  flak  somewhere  along  the  line. 

We  finally  worked  it  out.  But  Phil,  at  the  time,  was  trying 
to  get  away  from  safe  Democratic  districts.  He  felt  that 
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they  were  bad  for  the  party,  that  the  guys  that  got  them 

didn’t  do  anything,  and  that  what  you  wanted  to  do  was  have  a 

district  where  the  incumbent  had  to  fight.  [Congressman] 
George  Brown’s  district  is  a  perfect  example  of  that.  But  a 
lot  of  the  Democrats  didn’t  want  that.  Of  course,  the 
Republicans  talk  a  big  game,  but  they  like  safe  districts 

better  than  anybody,  they  really  do.  It’s  very  difficult  for 

them  to  run  in  swing  districts.  The  kind  of  personality  that 
can  win  a  swing  district  is  not  like  the  Republican 
leadership  types.  They’re  just  totally  different  people. 
Anyway,  reapportionment  is  one  thing  where  people  talk  a  lot 
about  it  in  one  way — Reagan  and  all  thejse  people  talk  about 
it — but  the  mechanics  of  it  and  what  you  really  do  is  wholly 
different.  The  people  who  talk  about  reform  in 
reapportionment,  the  first  thing  they’ve  got  to  do  is, 
they’ve  got  to  decide  whether  they’re  for  one  man,  one  vote. 
If  they’re  not  for  one  man,  one  vote,  then  you  can  do  a  lot 
of  really  strange  things.  But  if  you  say  one  man,  one  vote 
is  the  name  of  the  game,  then  you  run  into  these  situations 
where  the  Republicans  seem  to  get  a  majority  of  votes  in  the 
state  but  can’t  win  the  legislatures  and  congressional 
seats.  It’s  the  one  man,  one  vote  that’s  doing  them  in 
there.  They  can’t  add  a  lot  to  the  seats  unless  they  get  the 
swing  districts.  Swing  districts,  Democrats  can  win.  They 
[Republicans]  have  a  real  tough  time.  If  they  were  so  hot  on 
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swing  districts,  they  should  be  able  to  beat  George  Brown. 
They  can’t  beat  George.  They  should  win  the  [Steve]  Clute 
district.  They  can’t  beat  him.  There’s  a  knucklehead  down 
in  San  Diego.  What’s  his  name?  The  John  Tama t a  man  [Steve 
Peace].  He’s  got  a  swing  district  that’s  miserable.  The 
demographics  of  it  are  simply  awful  foi"  a  Democrat,  and  this 
guy  hangs  on.  If  there’s  a  swing  district  a  Republican  could 
win,  that’s  i  t  d own  there.  You  go  a 1 1  a  r oun d  t  he  state. 

Santa  Barbara.  There  you  have  Gary  Hart.  Is  that  a  swing 
district!  I  used  to  win  and  lose  it.  by  1,000  votes.  I  ran 
in  it  three  or  four  times  and,  God,  you  win  it  once,  lose  it 
once.  It  was  always  by,  like,  1,000  votes.  It  was  a  small 
amount,  and  you  just  didn’t  know  what  was  going  to  do  it.  My 
mother  knew  the  publisher  [of  the  local  newspaper],  that’s 
how  we’d  score.  All  the  little  gimmicks  you  have  in 
politics.  You  just  can’t  believe  what  it  is  you  put  together 
to  finally  win  the  goddamn  election. 

T  can  imagine.  Just  a  couple?  of  last  questions  on  the  1982 
election  and  reapportionment.  Was  there  anything  in  the  1982 
election  that  led  you  to  the  eventual  conclusion  that  that 
would  be  your  last  term? 

I  don’t  remember  just  how  old  I  was  in  1982,  but  I  guess  I 
was  sixty-one.  I’d.  looked  at  not  running  in  1982.  T  talked 
t  o  s  ome  man  a gemen  t  re? cr u  i  t  i  n g  t  ypes — hea dhun  t  er s ,  as  they’re 
called  by  the  kids — and  they  said,  ’’Dick,  that’s  kind  of  an 
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unfortunate  age.  You  might  as  well  just  serve  out  another 
term,"  That’  s  what  I  did.  I  really  didn’t  have  my  heart  in 
the  last  term.  T  ended  up  having  to  do  quite  a  lot  of  work. 

I  was  chairman  twice,  as  you  remember.  T  was  chairman  up  to 
the  last  minute  of  the  thing,  literally  calling  meetings  and 
doing  stuff  to  the  very  bitter  end  of  my  term.  Literally, 
the  last  week  of  business  days  we  had  a  board  meeting  in 
Pasadena  to  settle  some  stuff  that  could  have  been  settled  in 
Sacramento.  The  other  board  members  were  all  acting  up.  But 
I  come  from  a  line  of  thinking  that  you  can  be  in  something 
too  long.  Twenty- four  years  was  a  long  time. 

Did  you  play  any  role  in  the  selection  of  Paul  Carpenter  to 
take  your  place? 

No.  I  felt  that  one  of  my  problems  as  a  candidate  and 
politician  was  that  I  didn’t  have  any  real  clout  anymore  any 
pi  ace.  If  I  had  supported  a  candidate,  it  wouldn’t  have  made 
that  much  difference.  Nate  Holden  put  a  lot  of  pressure  on 
me,  and  so  did  Alex  Pope.  But  T  felt  Alex  Pope  had  shot  his 
ability  to  win  the  Board  of  Equalization  seat.  In  his  run 
for  [county]  supervisor  [in  1984],  he  hadn’t  done  very  well , 
really,  and  he  used  up  a  lot  of  money  and  lost  some  friends. 
As  assessor  of  the  county  of  Los  Angeles,  he  had  gotten  on 
the  wrong  side  of  the  business  people,  I  think  more  on  a 
personality  basis  than  anything  else.  I  felt  that  he  wasn’t 
going  to  he  able  to  raise  enough  money.  I  felt  that,  in 
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order  to  win,  he  had  to  raise  a  minimum  of  $250,000,  and  if 
he  wanted  to  be  sure  he  was  going  to  win  the  Democratic 
primary  for  Board  of  Equalization,  he  should  really  have 
about  $500,000.  Alex,  I  think,  eventually  raised  about 
$225,000.  I  knew  that  Carpenter  was  going'  to  have  a  lot  more 
money,  $500,000,  $600,000,  maybe  as  much  $1  million,  that  he 
was  going  to  have  the  Berman-D ’ Agosti.no  people  behind  him, 
and  I  just  didn’t  see  how  Pope  was  going  to  beat  him.  Pope 
was  kind  of  old  hat  by  this  time.  Holden’s  chance  was,  if 
these  two  guys  got  in  an  even  race  and  he  could  pick  out  the 
black  vote  and  the  liberal  vote — although  Pope  was  pretty 
liberal — he  might  get  to  be  the  nominee  in  a  tough  three-way 
fight.  Pope’s  race  just  didn’t  generate  enough.  I  guess  he 
ran  second.  Holden  was  not  such  a  good  third.  I’ve 
forgotten  what  the  numbers  were.  But  the  main  problem  was 
t  hat  Pope  h  i  ms  elf  d  i  dn  ’  t  have  a  rea  1 1.  y  s  t  r  on  g  campa  i  g'n .  H  i  s 
friends  got  very  mad  at  me  for  not  supporting  him,  but  I 
d i  dn  ’  t  see  much  sense  in  s upp o r t  i n g  wh at  I  though t  was  a  s u re? 
loser.  I  didn’t  think  he  was  that  great.  My  employees 
didn’t  like  him,  and  they  were  very  blunt  about  that.  They 
felt  he  had  lied  to  them.  I  don’t,  know  what  he  lied  about 
but  that  was  their  feeling.  I  didn’t  see  what  it  was  going 
to  do  for  anybody  for  me  to  support  him.  I  think  I  would 
have?  looked  like?  an  old  politician  trying  to  nominate  his 
successor  and  failing,  and  I  didn’t  see  what  that  did  for 
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anybody.  So  I  didn’t  do  it.  What  I  tried  to  do  in  the  race 
was  give  the  guys,  the  people  running — I  think  T  gave  the 
Republican  the  same  thing — the  annual  reports,  and  I  tried  to 
tell  them  what  we  do  in  this  agency,  what’s  this  all  about, 
what  are  you  doing  when  you  get  here.  I  think  the  guys 
appreciated  that.  I  never  got  on  the  wrong  side  of  Carpenter 
because  I  knew  he  was  going  to  win. 

Had  you  known  him? 

I’d  known  him  slightly  over  quite  a  long  period  of  time.  I 
knew  him  when  he  was  an  assemblyman.  I  think  he  was  the 
county  [Democratic  committee.]  chair  of  Orange  County  for  a 
very  short  period  of  time.  I  don’t  think  he  served  a 
two-year  term.  But  I  believe  I  met  him  then.  I  certainly 
knew  him  when  he  was  an  assemblyman.  Of  course,  I  knew  him 
when  he  was  a  senator.  Not  well,  but  I  knew  him.  I  knew 
that  he  was  going  to  put  together  a  kind  of  campaign  that  was 
a  modern  kind  of  campaign  that  would  be  very  hard  to  defeat 
unless  you  had  some  money,  or  better  name  ID  than  Pope  had. 
Pope  fuzzed  it  up  in  his  running  for  supervisor.  Holden  had 
the  same  problem.  He’d  run  for  a  lot  of  different  offices. 
Peop  1  e  aren’t  re; a  1 1  y  wild  about  that.  I  kn ow  S am  Y o r t y  d i d 
it  too. 

Anything  else  you’d  like  to  add  about  your  election 
experiences? 

I  think  the  biggest  problem  that  people  have  about  politics 
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right  now  is  that  there  aren’t  really  a  lot  of  people  in 
politics.  People  have  all  these  sort  of  visions  of  what  they 
think  goes  on  in  politics  that  really  don’t  have  much 
relation  to  what  does  go  on.  I  think  the  thing  that  people 
forget  is  that  politics  is  dealing  with  people,  that  if  you 
have  people  behind  you,  you  can  go  out  and  beat  the  money 
easy.  But  a  lot  of  people  get  all  carried  away.  "Well,  God, 
the?  other  guy’s  got  a  million  bucks."  Pope?,  if  he’d  had 
solid  support,  had  had  a  solid  following,  I’m  sure  could  have 
beat  Carpenter,  but  he  didn’t  have  a  solid  following.  That 
was  one  of  his  problems.  Nate,  the  same  thing.  He  had  a 
smallish  following — [Kenneth]  Kenny  Hahn’s  people  and  stuff 
like  that- -but  it  wasn’t  enough  to  win  the  district.  He 
didn’t  have  enough  name  ID,  really,  to  do  anything.  But  I 
think  you  can  go  out  there  and  win.  I  think  the  greatest 
ex  amp 1 e  of  where  mon  ey  d i dn ’ t  pay  off  was  i n  this  i nsur an ce 
campaign  this  last  election  [1988],  where  $100  million  was 
spent,  $23  a  vote.  It  was  just  ridiculous.  What  that  tells 
me  is  that  money  just  can’t  buy  anything.  You’ve  got  to  have 
a  feeling  for  what  it  is  people  want.  I  felt  that  one  of  my 
problems  as  a  politician  is  that  the  reformist,  progressive 
stuff  that  I’d  run  on  in  most  of  my  campaigns  was  really 
fizzling  out.  It  didn’t  move  newspaper  writers;  it  didn’t 
mo v e  t. h e  peop  1  e  ve ry  mu ch .  They  weren’t  real ly  in t e r es t ed  i n 


that.  They  had  assumed  that  government  was  going  to  he 
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fairly  efficient,  period*  I  think  you’ve  got  to  be  in 
sympathy  with  the  trends  of  the  times. 

I’d  never  been  in  the  Vietnam  War  thing,  which,  you 
remember,  came  right  in  the  middle  of  my  career.  I’d  never 
been  an  antiwar  person.  I  felt  that  their  point  of  view  was 
very  shallow  and  selfish,  and  I  think  time  is  probably  going 
to  prove  me  out.  But  I’m  going  to  be  quite  old  by  that 
time.  There’s  certain  revisionist  thinking  going  on  right 
now  about  Vietnam,  and  there’ll  be  more.  War  is  dirty 
business  at  any  time.  I  don’t  think  this  war  was  any  better 
or  any  worse  on  that  than  other  wars.  People  certainly 
didn’t  serve?  very  long,  a  year,  I’d  say.  Gosh,  in  World  War 
II,  you  had  longer  stints  out  there  than  that  by  quite  a 
margin.  That  was  something  that  bothered  me.  Then,  having 
to  raise  the  big  money  to  stay  in  [office]  is  not  much  fun, 
believe  it.  You  sort  of  sell  your*  soul,  and  I  thought,  gee, 
I’m  beyond  the  age  where  I  can  sell  my  soul.  So  I  didn’t 
want  to  get  into  that.  Coll is,  all  the  time  he  was  on  the 
board  that  I  was  with  him,  was  in  debt  something  awful  from 
his  first  campaign.  He  was  paying  20  percent  interest. 

Well,  20  percent  interest  just  eats  you  alive.  Before  your 
peri o d ,  you ’  r e  pay i n g  as  mu ch  in t, er es t  as  the  or i g i n a  1 
campaign  amount.  So  he  illustrated  to  me  a  real  problem.  I 
don’t  know  whether  he’s  ever  gotten  out  of  debt  or  not.  I 
hope  he  has.  But  that  caused  him  all  kinds  of  problems,  and 
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I  just  didn’t  want  to  get  into  any  of  that*  That  was  the 
reason  for  not  running  this  time  around;  I’d  have  had  to  have 
$250,000,  $300,000,  and  the  most  we’d  ever  raised  was 
$125,000.  That’s  the  whole  banana.  You’ll  have  to  have  that 
kind  of  money  up  front  in  the  future.  You  don’t  want  to  be 
an  incumbent  and  not  have  a  couple  of  hundred  thousand 
dollars  in  the  till.  You  were  talking  about  Walter  Stiern. 
One  of  the  ways  you  could  tell  he  wasn’t  going  to  run  is  he 
didn’t  have  any  money  in  the  till.  People  kidded  me  about 
that.  I  had,  like,  $10,000,  $12,000. 

That  is,  I  know,  a  real  problem  in  politics  today.  Maybe  on 
that  note,  we’ll  leave  elections  and  go  and  take  a  look  at  a 
few  aspects  of  tax  policies  that  we  haven’t  covered  before. 
The  first  of  these  is  a  peculiar  issue  apparently  between  the 
board  and  the  Los  Angeles  County  Transportation  Commission 
around  1981.  First  of  all,  what  exactly  had  been  the 
function  of  the  board  with  respect  to  these  special  sales  or 
use  taxes  for  transit  districts? 

Sometime  before  I  came  into  office,  the  Bradley-Burns  Uniform 
Sales  and  Use  Tax  was  passed.  This  is  this  voluntary  local 
sales  [tax]  that  was  administered  by  the  Board  of 
Equalization  for  the  city  or  county.  This  concept  had  proven 
very  successful,  and  the  business  people  in  California  in 
particular — the  California  retailers  and  other  groups — didn’t 


want  to  have  other  agencies  administering  the  sales  tax. 
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They  wanted  a  single  agency  handling  ail  I  he  sales  taxes.  So 
when  sales  taxes  started  being  used  to  support  transportation 
problems,  which  had  started  out  in  the  Bay  Area  Rapid  Transit 
District  [BART] ,  pretty  much  the  legislative  and 
gubernatorial  policy  was  that  if  any  more  of  these  things 
were  going  to  come  along,  the  Board  of  Equalization  was  going 
to  administer  them.  They7  were  going  to  be  add-on  tax  laws  to 
the  basic  state  tax,  and  that  also  had  the  advantage  that  the 
state  would  have  a  handle  on  how  they7  were  spent  because  most 
of  these  things  took  some  kind  of  enabling  legislation  by  the 
legislature.  I  think  they  all  wanted  to  have  some  kind  of 
control  over  these  things  to  some  degree. 

What  happened  on  the  Los  Angeles  one  was  that  they 
proposed  a  tax — I  think  it  was  half  a  cent — and  it  was  after 
Proposition  13  passed.  The  election  came,  and  they*  got  about 
60  percent  of  the  vote.  They  didn’t  get  the  two- thirds 
vote.  So  the  question  came  up  whether  this  was  the  kind  of 
tax  that  required  a  two- thirds  vote  by  the  people  in  the 
district,  and  the  thing  started  to  go  through  the  courts.  I 
believe  there  was  a  case  in  San  Francisco  that  was  the  first 
one  that  ratified  this  kind  of  tax.  The  board’s  staff,  the 
legal  staff  in  particular,  had  looked  at  this  tax  and 
thought,  "This  will  never  make  it."  But  the  supreme  court  of 
California  ruled  that  it  was  constitutional  and  sound  and 


enforceable.  They  did  it  on  April  20  or  something  like  that; 
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it  was  some?  crazy  date.  So  the  question  is,  on  what  date 
should  we  make  the  tax  effective?  The  Transportation 
Commission  wanted  it  as  soon  as  possible  and  we  wanted  it  on 
the  quarter.  We  always  like  to  start  taxes  on  quarters  for  a 
lot  of  reasons.  I  won’t  go  through  all  of  the  reasons,  but 
there  were  a  lot  of  technical  and  mechanical  reasons  that 
this  makes  life  a  lot  simpler  if  you  start  a  change  in  rate 
at  the  beginning  of  a  quarter.  I  don’t  remember  what 
happened.  I  think  they  didn’t  want  to  do  that.  They  wanted 
to  go,  like,  the  beginning  of  next  month.  It  seemed  to  me 
that  the  court  ruled  on  April  20  and  we  put  the  thing  in  the 
first  of  June.  The  bad  thing  about  this  was  that  some  staff 
work  had  been  done  on  the  pamphlet  explaining  the  tax.  But 
it  was  one  of  those  pamphlets  that  had  never  been 
circulated*  It  turned  out  to  be  a  terrible  pamphlet.  When  I 
saw  it,  I  just  about  died.  It  was  printed  badly,  it  was 
rushed  out.  Of  course,  the  [Transportation]  Commission  was 
charged  for  it.  They  caught  all  kinds  of  flak;  we  caught  all 
kinds  of  flak.  It  was  mainly  because  our  staff  had  thought 
this  was  never  going  to  be  a  real  tax,  so  why  put  any 
overhead  into  it?  We  get  paid  to  do  it  but  you  don’t,  want  to 
do  s ome t h i n g  t h at  you  ’  re  n o t  g'o  i  n g  t  o  get  p a  i d  f  o r ,  r i  ght  ?  T 
think  that  was  what  happened.  People  were,  by  this  time, 
very  sensitive  to  taxes,  so  the  tax  wasn’t  very  popular.  We 
had  s ome  t r oub 1 e  coll ec t i n g  i t .  I  don ’ t  r ememh e r  an yb ody 
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complaining  about  it  lately.  It  was  the  first  half-cent 
addition  in  southern  California.  We’d  had  6  percent.  But  a 
lot  of  others  have  come  on  now.  I  think  San  Diego  has  them, 
and  I  don’t  know  who  else  has  them.  Bui.  they’re  pretty 
common  now.  Doesn’t  Orange  County  have  one? 

That’s  the  big  issue.  It’s  going  to  come  either  this  June  or 
November. 

It  seems  to  me  Riverside  or  San  Bernardino  county  has  one. 

I’m  not  sure  of  that,  but  I  think  they  do.  One  of  them  does, 
I  think.  That  was  sort  of  the  thing.  We  didn’t  know  any  of 
these  people  very  well  on  this  commission,  A  guy  named 
[George  U. ]  Richmond  was  the  guy  that  ran  it.  The 
[Transportation]  Commission  itself  was  a  bunch  of 
nonentities.  I  never  knew  any  of  them.  It  was  one  of  these 
strange  legislative  creations.  In  fact,  I  think  there’s  a 
motion  on  to  change  all  that  now,  isn’t  there? 

I’m  not  sure, 

I  think  there  is.  It’s  the  one  that’s  paying  for  the  subways 
and  all  that  stuff. 

That  was  the  issue,  then.  Another  problem  that  seems  to  have 
come  up  was  that  of  mobile  homes.  In  1980,  I  think,  they 
were  put  on  the  property  tax  assessment  rolls. ^ 


A. B ,  887,  1979-1980  Reg.  Sess.,  Cal.  Slat.,  ch.  1160;  S.B. 
1980  Reg.  Sess.,  Cal.  Stat. ,  ch,  1180. 
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NEVINS:  Boy,  you  brought  up  a  really  tricky  one.  Let  me  try  to  run 

through  this  whole  thing  so  you1 11  try  to  get  the  picture  of 
what  we’re  talking  about.  Mobile  homes  in  the  past  had  been 
housing  for  poor  people.  A  few  of  them  had  been  moved  around 
a  little  bit,  but  substantially  they’d  been  a  quick  way  to 
erect  housing.  On  a  square-foot  basis,  there’s  20  percent  of 
the  cost  of  a  stick-built  house.  You  can  build  them  in  a 
factory  with  cheap  help  and  erect  them  in  a  day  or  two  and 
put  everything  in  them  and  roll  them  out  and  sell  them 
someplace.  When  they  were  first  brought  out,  we’ll  say 
sometime  after  World  War  II,  they  had  what  they  called 
mobile  home  parks.  Somebody  would  get  his  property,  usually 
in  an  un incorporated  area  in  a  county,  zoned  for  a  mobile 
home  park,  and  he’d  put  in  200  or  300  pads.  He  wouldn’t 
provide  an  awful  lot. 

[End  Tape  13,  Side  A] 

[Begin  Tape  13,  Side  B] 

NEVINS:  We  were  talking  about  mobile  home  parks,  right? 

de  GRAAF :  Yes. 

NEVINS:  What  happened  was  that  local  government  determined  that  they 

weren’t  getting  much  tax  from  these  parks  and  that  there  were 
a  lot  of  people  problems  at  them.  All  the*  welfare  and  social 
services  were  needed  to  be  delivered  to  the  park,  but  there 
wasn’t  any  revenue.  There  were  a  couple  of  reasons  for 
that.  Mobile  homes  were  considered  just  like  the  words 
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"mobile  homes,"  and  they  were  registered  as  motor  vehicles. 

It  turns  out — something*  that  I  wasn’t  really  familiar  with 
until  rather  late  in  the  game — that  the  Department  of  Motor 
Vehicles  had  a  policy.  When  they  renewed  the  licenses  of 
these  thing's,  which  had  an  automobile- type  license,  if  the 
tax  wasn’t  paid  for  two  or  three  years  in  a  row,  they  dropped 
them  on  the  theory  that  they  had  disappeared  or  disintegrated 
or  something.  So  what  happened  was  that  people  quickly 
learned  that  you  could  get  out  of  paying  any  tax  by  just  not 
paying  the  tax.  So  you’d  have  a  mobile  home  park  with  a 
couple  of  hundred  homes  and  no  tax  at  all.  The  only  tax  that 
was  being*  paid  was  on  the  land  value  of  the  park  which,  of 
course,  was  a  license  to  steal.  Early  on,  the  counties — and 
your  county  of  Orange  is  a  good  example  of  this — just  clamped 
down  on  mobile  home  parks.  There  were  probably  twenty-five 
in  the  county  in  1970,  and  I  doubt  that  there’s  a  single  new 
one,  and  some  of  them  cut  back  ones  that  were  there.  Some  of 
them  had  nice  locations.  There’s  one  in  Laguna  that’s  very 
nice. 

But  the  important  point  about  this  is  that  county 
government  and  cities  just  absolutely  stopped  letting  them 
come  in  at  all.  But  Jerry  Brown  got  into  the  business  of 
"We’ve  got  to  have  affordable  housing,  and  here  is  this 
affordable  housing,"  and  the  manufacturers,  the  California 
Mobile  Home  Association,  got  to  Jerry  and  said,  "Gee,  we’ve 
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got  to  have  a  way  of  making  these  mobile  homes  acceptable  to 
cities  and  counties  so  that  we  can  sell  them  and  you  can  have 
the  housing. "  Jerry  was  big  on  stuff  like  this,  by  the  way. 
So  they  decided  that  one  of  the  ways  to  deal  with  the  problem 
was  to  put  them  on  the  property  tax  roll.  The  people  who 
lived  in  them  finally  began  to  realize  they  were  going  to 
have  to  pay  a  lot  of  money  that  they’d  never  paid  before.  So 
a  whole  bunch  of  complex  legislative  schemes  came  up.  One  is 
that  you  could  reregister  your  mobile  home  with  the 
Department  of  Motor  Vehicles  and  pay  a  little  fine.  That 
would  keep  the  tax  down.  In  other  words,  if  you  didn’t 
reregister,  it  was  going  to  go  on  the  property  tax  roll,  and 
there  you  pay  1  percent  of  the  market  value  of  the  home.  It 
was  an  interesting  gimmick.  If  it  got  on  the  property  tax 
roll  and  got  sold,  there  was  no  use  tax.  We  had  a  use  tax  on 
automobile  sales  between  individuals.  The  people  involved  in 
these  homes — I’m  talking  about  the  actual  homeowner  now,  not 
the  operator  of  the  park — had  this  problem  of  "how  am  I  going 
to  minimize  the  tax  problem?"  That  was  one  thing,  whether  to 
go  on  the  property  tax  roll  with  no  sales  tax  or  to  stay  with 
the  Department  of  Motor  Vehicles,  pay  a  lower  tax,  and  then 
have  the  thing  subject  to  the  tax  at  the  end . 

So  the  first  legislation  that  was  passed  gave  them  this 
opti on . 


NEVTNS: 


It  said  that  if  you  were  current,  then  you  wouldn’t  go  on  the 
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property  tax  roll.  If  you  weren’t  current,  then  you  were 
given  a  chance  to  pay  back*  If  you  didn’t  take  it,  then  it 
went  on  the  property  tax  roll.  And  then  there  were  a  lot  of 
extensions  on  that.  Over  time,  I  found  out  what  the  real 
problems  of  these  things  were.  The  counties  had  been 
required  over  a  period  of  time,  ending  about  1980,  to  have 
county  plans.  They  never  had  a  county  plan  before.  So  in 
the  course  of  making  county  plans  and  arising  out  of 
Proposition  13,  they  started  to  have  fees  for  all  kinds  of 
things.  So  they  do  their  fee  bit.  It  turns  out  that  banks 
don’t  want  to  finance  the  sale  of  these  mobile  homes  unless 
all  the  taxes  are  paid,  backwards  to  the  time  that  the  person 
owned  it.  All  kinds  of  things  then  started  to  happen. 

People  started  paying  motor  vehicle  fees;  that  everybody  had 
forgotten  about  or  they  went  in  and  paid  property  taxes.  I 
talked  to  a  banker  about  this  thing.  He  said,  "Jesus,  we 
became  the  enforcement  agent  in  this  thing."  In  other  words, 
these  guys  in  housing  transfer  quite  a  bit,  and  one  of  the 
things  is  t hat  t he  b ank s  didn’t  want  to  get  involved  with  a 
piece  of  property,  even  if  it  was  on  private  property,  not  on 
a  mobile  home.  Because  up  in  the  northern  counties,  you  have 
hundreds  of  these  mobile  homes  out  in  the  forest  someplace. 

So  the  banks  got  into  the  business  of  really  getting  the 
taxes  paid,  which  was  news  to  me. 

But  the  people  who  lived  in  the  mobile  home  parks 


537 


NEVINS: 


opposed  all  these  tax  schemes*  The  mobile  home  park 
operators  had  mixed  feelings  about  them  because  they  got  into 
the  enforcement  business,  and  they  didn’t  like  that.  They 
were  already  paying  quite  a  lot  of  property  taxes  on  their 
bare  land,  but  they  were  making  so  much  money  that  it  was 
just  out  of  sight  because  they  kept  raising  the  rent  all  the 
time.  So  then  you  get  rent  control  in  the  mobile  home 
parks.  I’m  sure  you’ve  heard  that  story  down  in  the  great 
county  of  Orange.  In  the  meantime,  the  cities,  even  though 
there  was  a  specific  statute  saying  that  they  couldn’t 
discriminate  against  manufactured  housing — that’s  the  word 
they  now  use — very  few  cities  have  much  manufactured,  housing 
in  them.  I  can  show  you  a  couple  of  samples  in  L.A.  city  if 
you  want  to  see  them,  but  it  just  never  went  very  well,  I 
don’t  understand  all  the  gimmicks  on  it.  It  was  one  of  those 
Jerry  Brown  plans  that  caused  a  world  of  political 
confusion.  It  didn’t  do  much,  really,  as  far  as  I  can  see. 
There  are  a  few  counties  where  there  are  a  lot  of  mobile 
homes.  Riverside  is  one  that  has  a  lot  of  them,  and  they  had 
all  these  tax  problems  in  spades,  I  think  they’ve  pretty 
much  got  on  top  of  it  now.  Riverside  was  a  county  with  no 
plan  until  1980;  they  were  one  of  the  worst  on  that.  Their 
assessing  offices  had  problems  with  the  maps  because  of 
that.  It  was  one  of  those  things  that  made  a  big  commotion. 

A  lot  of  lower  income  people  were  affected  by  it,  but  I  don’t 
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know  that  any  great  governmental  goals  were  ever  achieved  by 
this  change  in  taxation  of  these  mobile  homes. 

Do  you  recall  that  there  was  any  incentive  to  change  mobile 
homes  to  property  taxes  because  this  would  augment  the  local 
tax  rolls? 

Yes,  The  reason  they  did  it  was  to  get  local  government  to 
let  them  be  built,  but  that  didn't  happen.  At  least,  I'm  not 
aware  of  it  if  it  did. 

Tt  seems  that  two  things  occur  in  1980:  mobile  homes  are  put 
in  the  property  tax  rolls  and  sales  and  use  taxes  are  allowed 
to  be  kept  within  redevelopment  districts.^  They  both  look 
vaguely  like  they're  an  effort  to  shore  up  the  lost  revenue 
from  Prop.  13. 

Right.  Diane  [E.]  Watson  carried  the  bill  on  the 
redevelopment  tax.  We  were  able  to  do  it  all  right,  hut  we 
char'ged  the  redevelopment  agency  for  the  extra  mechanical 
work  we  had  to  go  through  to  do  this.  We'd  already  done  work 
like  that  on  the  property  taxes  with  utility  property, 
primarily,  so  it  wasn't  something  we  never  heard  of.  The 
Board  of  Equalization  has  now  become  the  state's  official 
mapp i n g  d  epa r t  men t . 

I  wanted  to  get  into  that,  the  whole  tax  rate  mapping* 
program.  How  far  back  does  that  go? 


1.  S.B.  152,  1982  Reg.  Sess. ,  Cal.  Stat. ,  ch.  951. 
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The  kind  of  rates  we  have  now  started  in  about  1935,  and 
somewhere  along  the  line,  we  just  got  handed  by  the  governor 
of  California.  .  .  .  Apparently,  the  federals  required  the 
states  to  nominate  somebody  as  the  official  mapping  agency  of 
the  state  government.  Well,  we  just  got  it  because  we  did 
have  maps  and  we  did  have  a  department  that  handled  them.  We 
weren’t  wild  about  it;  we’re  not  wild  about  the  kind  of  maps 
we  have  now.  There’s  been  a  tremendous  development  in 
cartography  in  the  last  twenty  years.  They  have  these  ways 
of  making  maps  by  data  processing  that  are  so  vastly  superior 
to  anything  that  we  ever  did  before  that  it’s  just 
astounding.  The  problem  is  that  it  cost  quite  a  lot  of  money 
to  make  this  change,  and  there  is  no  really  compelling  reason 
right  now  in  California,  unless  somebody  wants  to  come  in  and 
spend  the  money  for  their  own  reasons,  to  do  it.  The  maps  we 
have  do  the  job  we  need  to  do.  B\it  if  you  started  over 
again,  you’d  never  do  it  the  way  we  did  it.  They  had  what, 
they  called  a  point  system.  There  can  only  be  one  point  in 
one  place  at  one  time.  So  you  just  start  from  that  and  you 
can  get  anything  you  want.  You  can  get  zoning;  you  can  get 
altitude,  climate.  I  mean,  the  amount  of  information  they 
have  is  just  out  of  sight,  and  it  can  all  be  done  by 
machine.  We  just  haven’t  really  done  it  in  California. 

We’ll  do  it  someday,  I’m  sure.  It  was  one  of  those  things 


that  was  out  there  while  I  was  in  office.  I’m  sure  somewhere 
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along  the  line  it  will  be  done.  It  won’t  be  a  thing  that Vll 
shake  up  the  average  citizen  but  it  will  make  a  lot  of 
information  available  to  planners,  to  people  trying  to  figure 
oul  what  we’re  going  to  do  next,  a  lot  better  kind  of 
information  than  he  had  in  the  past,  and  it  will  be  easy  to 
get . 

What  sort  of  information  does  the  tax  rate  mapping  program 
put  in? 

What  we  try  to  have  is  a  very  accurate  physical  location  of 
the  property  lines.  You  try  to  have  it  as  accurate  as  you 
can  get.  We  like  them  within  inches,  if  we  can.  You  don’t 
get  them  much  better  than  that,  really.  There  are  a  lot  of 
reasons  for  that.  Lots  of  parts  of  the  state  were  never  very 
well  mapped  in  the  beginning.  That’s  part  of  the  problem. 
People  who  did  it  weren’t  capable  of  any  better  work  or  they 
didn’t  do  a  very  good  job,  so  the  state  has  worked  with  not 
very  good  maps  for  a  long  time  now.  A  lot  of  counties  have 
cleaned  it  up  somewhat,  but  there  are  still  serious  errors  in 
maps.  The  property  you’re  on  right  now  is  off  a  couple  of 
inches.  It’s  a  nuisance,  that’s  all;  it’s  not  a  big 
problem.  I’ll  just  say  this:  looking  ahead,  this  is  a  thing 
where  very  substantial  improvement  can  be  made,  believe  me. 
Did  the  maps  that  your  office  put  out  in  some  ways  do  what 
the  old  Sanborn  insurance  maps  used  to  do? 
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We  don’t  really  show  any  buildings  on  them.  The  Sanborn  maps 
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show  the  buildings  on  them.  We  don’t  show  that;  we  just  show 
the  property  lines.  The  Sanborn  maps  were  just  that,  for  the 
insurance  people,  and  they  were  fairly  accurate,  I  guess. 

The  insurance  [people]  weren’t  worried  about  how  many  square 
feet  of  land  were  there.  They  were  more  interested  in  how 
many  square  feet  of  house  there  was,  or  building,  what  the 
concentration  of  buildings  was  and  were  they  getting  too  much 
in  one  area. 

I  gather  that  one  of  the  reasons  your  mapping  program  becomes 
more  talked  about  in  your  annual  reports  in  the  seventies  and 
eighties  is  because  there  was  a  real  increase  in  the  number 
of  different  districts  you  had  to  take  into  account. 

Right . 

Why  was  that? 

Californians  seemed  to  like  to  form  special  districts  to  have 
special  functions.  You’ll  find  them  all  over  the  state,  and 
there’s  a  wide  variety  of  them.  Even  though  Proposition  13 
has  stopped  having  property  taxes  support  these  districts, 
there  are  still  districts  formed  to  do  various  things,  using 
sales  taxes  or  some  other  kind  of  revenue  source  to  carry  out 
some  governmental  function.  So  you  have  to  have  a  map 
showing  where  it  is  in  order  to  decide  who’s  going  to  pay  the 
t ax ,  es pec i a  1 1  y  if  it’s  p r ope r t y  t ax  or  sal es  t. ax  or i en t e d . 

So  we  became  the  agency  that  fell  into  that  one. 

Have  there  been  any  efforts  in  recent  years  to  combine  or 
reduce  the  number  of  special  districts? 
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Jesse  Unruh,  when  he  was  speaker,  really  worked  hard  on 
that.  He  tried  to  reduce  special  districts,  school  districts 
in  particular.  When  he  came  in,  there  were  like  1,600  school 
districts,  of  which  a  couple  hundred  were  inactive;  they 
didn’t  have  any  students  in  them.  He  managed  to  get  rid  of 
most  of  those.  But  he  only  reduced  it,  like,  300,  350 
districts  in  the  whole  time  he  was  speaker,  and  one  of  the 
things  he  was  most  discouraged  about  was  his  inability  to  get 
rid  of  superfluous  school  districts,  or  rationalize  them. 
Right  here  in  southern  California,  right  where  we  are  now, 
we’re  in  a  unified  school  district.  But  almost  adjoining  us 
is  Alhambra,  which  is  not  a  unified  school  district.  So  you 
have  a  high  school  district  and  two  elementary  school 
districts,  each  with  different  groups  of  people  in  them. 

They  don’t  overlap.  They’re  not  giving  each  other  serious 
racial  problems.  Everybody  just  goes  bananas  down  there 
t ry in g  to  f i gur e  out  how  t hey ’ re  go i ng  to  hand 1 e  t he i r 
educational  problem.  I’m  sure  you  have  them  in  the  county  of 
Orange,  too. 

Yes,  we  do.  One  other  term  that  I  don’t  quite  understand  and 
I  imagine  a  lot  of  other  readers  wouldn’t  either  that  comes 
up  in  the  1980s  is  the  open  space  yield  rate. 

When  this  constitutional  amendment  was  passed,  I  believe  in 
1966,  it  implied  that  the  .  .  . 


de  GRAAF: 


Was  it  part  of  the  Williamson  Act? 
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NEVINS:  Yes.  The  Williamson  Act  was  passed  first.  Then  the 

constitutional  amendment  was  passed  which  made  the  Williamson 
Act  constitutional.^  It  was  either  in  the  Williamson  Act  or 
implied  by  the  constitutional  amendment  that  there  had  to  be 
a  rate  of  return  on  the  land  that  you  would  use  to  compute 
its  rental  value.  So  the  Board  of  Equalization  was  given  the 
job  of  trying  to  determine  what  that  yield  would  be.  What  we 
eventually  ended  up  doing  was  using  some  kind  of  government 
bond  rate  at  the  original  time.  Then  there  would  be  a  risk 
rate  added  on  to  it,  and  the  risk  rate  can  be  added  on  to  it 
by  the  county  at  their  option.  The  effect  of  adding  on  the 
risk  rate  is  to  lower  the  value  of  the  property.  Whether 
they  did  that  or  not,  I  don’t  know.  I  don’t  think  many  did, 
but  they  could  do  it.  Then  you  compute  this  income  from  some 
weird  source  like  animal  feeding  or  something  like  that  and 
divide  it  by  this  risk  rate,  and  that  gives  you  the  value  of 
the  property  for  Williamson  purposes,  having  nothing  to  do 
with  the  rates  of  sales  or  anything.  I  believe  later  on  that 
rate  was  established  by  statute  so  that  it  didn’t  rise  and 
fall  with  the  government  rates. ~  I  think  it’s  about  6 
percent . 

de  GRAAF:  I  know  in  the  early  eighties  it  seems  to  fluctuate  quite 

1.  Proposition  3  (November  1966). 


2.  A. B.  509,  1987  Reg.  Sess. ,  Cal.  Stat.,  ch.  144. 
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wildly,  and  the  higher  the  yield  rate,  the  lower  the  value 
increase  of  the  property  and  vice  versa,  it  seemed  to  be. 

I  believe  somewhere  along  the  line  there  that  they 
established  that  this  is  going  to  be  a  rate,  whatever  it  is, 
and  they  don’t  care  what  the  outside  rate  is.  I  believe  that 
happened  somewhere  in  the  eighties. 

As  late  as  1986,  there  were  still  annual  rates  being  reset 
that  were  fluctuating. 

Then  we  reset  it. 

That  was  never  any  particular  political  issue  or  anything? 

No.  It  was  sort  of  a  ministerial  function.  That’s  the  way 
the  board  liked  to  do  things  anyway,  but  that  one  was 
particularly  ministerial.  Ronald  Welch  is  the  one  that 
figured  that  one  out.  That’s  the  sort  of  thing  he  liked  to 
do. 

The  final  thing  that  seems  to  come  up  is,  right  after,  I 
guess,  you  retired,  there  was  a  multifaceted  bill,  A.B. 

2890,^  carried  by  Assemblyman  [Thomas  M. ]  Hannigan,  which 
mandates  the  use  of  board  assessment  rolls  sampling  program 
to  see  if  county  assessments  were  at  least  90  percent — later 
it  becomes  95  percent — of  what?  Of  the  state  average? 

This  is  a  thing  arising  out  of  Proposition  13.  After 
Proposition  13,  the  measures  of  quality  that  the  board  had 


1.  A.B.  2890,  1985-1986  Reg.  Sess. ,  Cal.  Slat.,  ch.  1986. 
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used  in  the  past  and  assessors  had  used  became  irrelevant 
because  what  you  were  trying  to  see  is  whether  the  roll  was 
close  to  the  market  value  of  the  property,  which  you  can 
determine  by  looking  at  the  market- — what  kind  of  sales,  what 
kind  of  rentals  were  being  charged,  and  that  sort  of  thing. 
For  about  seven  or  eight  years  at  least  after  the  passage?  of 
Proposition  13,  people  weren’t  really  concerned  about 
property  taxes*  They  thought  it  wasn’t  a  very  big  source  of 
revenue;  this  system  is  so  simple  it  will  run  itself;  we 
don’t  want  to  spend  a  lot  of  money  on  administration  on  this 
tax  since  it’s  not  very  much  money.  What  happened  was,  it 
turned  out  that  it  was  the  fastest  growing  revenue  source  in 
any  county  and  it  grew  10  [percent]  or  12  percent  a  year.  It 
was  much  faster  than  any  of  the  other  revenue  sources. 
Somewhere  along  the  line,  the  counties  starting  thinking,  we 
better  do  something  about  it.  At  the  same  time,  the 
legislature,  which,  of  course,  now  is  intimately  involved  in 
local  finances,  saw  that  these  property  taxes  were  going  up 
and  they  wanted  to  be  sure  that  they  were  going  up  as  much  as 
they  should  go  up.  So  the  question  came  up,  "How  do  you  rate 
what  counties  are  doing?"  Of  course,  the  staff  people — this 
is  where  the  Dave  Doerrs  come  in— went  to  the  board  and  said, 
"What  are  you  doing?  How  can  we  find  out  about  what’s  doing 
here?  How  can  you  rate  whether  the  counties  are  complying 
with  the  statutes  we  passed  to  implement  Proposition  13  and 
the  regulations  that  you  have  adopted  to  implement  13?" 
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So  we  stumbled  around,  I  think  around  1983,  1984,  and 
tried  to  develop  different  ways  of  seeing  whether  we  were  in 
compliance,  I  think  is  the  word  or  some  word  like  that,  with 
the  law.  Here  were?  the  things  we  were  looking  for*  Was  the 
new  construction  being  enrolled  in  a  timely  way?  Remember 
Deukmejian  had  this  special  tax  thing  [supplemental  roll] 
that  he  put  in?  Were  they  doing  that  or  were  they  just  not 
doing  ;it  at  all?  Did  the  county  have  a  mechanism  to  find  new 
construction?  Proposition  13,  by  its  reduction  of  the  use  of 
property  taxes,  also  encouraged,  inadvertently,  the*  use  of 
building  codes  and  building  fees  as  a  way  of  getting  county 
revenue.  Although  it’s  not  supposed  to  get  revenue,  it 
does-  -take  it  from  me.  So  that  was  number  one.  The  next 
one:  on  the  change  of  ownerships,  were  the  counties  properly 

administering  the  law  or  were  they  exempting  from  change  of 
ownership  things  that  shouldn’t  be  exempted?  These  are  the 
two  things  that  we  really  worked  at.  We  spent  three  or  four 
years  after  Proposition  13  trying  to  be  sure  that  the  base 
year  values  were  properly  enrolled.  Then  we  ran  into  a 
period  where  the  statute  of  limitations  on  that  went  by.  I 
believe  in  L.A.  that  was  three  years,  the  other  counties  were 
two  years  after  Proposition  13,  so  that  issue  had  gone  by. 

If  you  got  a  low  base  year,  you  lucked  out,  low  base  for  your 
property.  I’m  not  sure  how  off ec t i v e  t hes e  quality  measur i n g 


things  are.  As  you  point  out,  I  was  just  about  to  leave  when 
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these  things  were  coming  on.  We  got  people  to  do  the  work,  I 
understand,  in  the  budgets  that  came  on  after  I  left.  How 
successful  we  have  been,  I  haven’t  any  idea. 

Was  that  later  90  percent  supposed  to  be  of  market  values? 
Let’s  say  our  people  would  go  out  and  choose  a  sample  of 
items  on  the  roll,  like  new  construction.  Let’s  say  there 
are  10,000  new  construction  items;  they  took  150  or  200  of 
them.  Then,  they’d  go  out  and  look  at  the  properties  and  see 
when  the  work  was  done,  how  much  it  would  cost,  how  much 
value  it  would  add  to  the  roll.  Then,  they’d  go  back  and  see 
what  the  assessor  did  and  see  whether  he  complied  with  the 
law. 

By  coming  to  such  and  such  a  percent  of  what  their  sample 
had.  I  see. 

Basically,  what  we  said — we’re  talking  about  commercial 
property  now — is  that  what  the  new  construction  ought  to  do 
is,  there  ought  to  be  the  value  of  the  property  before  the 
new  construction  and  the  value  afterward.  That  difference 
would  be  added  to  the  base  year  value.  You  wouldn’t  just  go 
and  put  on  the  cost  of  the  stuff;  it  may  not  have  added  that 
much  value.  So  you  have  a  certain  kind  of  subjectivity. 
Basically,  what  counties  do  is,  they  just  put  on  the  cost  of 
the  new  construction.  For  lots  of  properties,  that’s 
adequate.  But  you  have  to  know  what  is  new  construction  and 


what  isn’t.  What  is  remodel ing?  In  this  house,  we  did  a  lot 
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of  remodeling.  They  didn’t  add  much  value  to  this  thing  for 
all  the  work  I  did.  [Laughter] 

I  think  that  makes  that  bill  a  bit  easier  to  understand.  To 
begin  the  last  phase  here,  then,  you  were  a  member  of  an 
organization  I  had  a  difficult  time  tracking  down.  It  was 
called  the  Tax  Advisory  Committee.  Do  you  recall  that? 

I  really  don’t  remember  that  one. 

It  was  supposed  to  make  broad  recommendations  on  tax  policy 
and  reform. 

I  don’t  remember  being  active  in  that  one.  Sorry. 

The  next  thing  I’m  going  to  bring  up  might  actually  shoot  all 
my  following  questions,  but  I  was  fascinated  in  going  through 
the  very  last  issue  of  the  board’s  annual  report — 1987-1988, 
the  last  one  we  have  at  Cal  State  Fullerton — and  they  adopted 
last  year  a  new  mission  statement.  It  reads  like  this:  "The 
dual  mission  of  the  State  Board  of  Equalization  in  the 
administration  and  collection  of  taxes  is:  l)  to  provide 
information  and  responsive  services  to  the  taxpayer;  and  2) 
to  provide  fair,  firm,  and  uniform  treatment  of  a  taxpayer 
and  to  perform  these  functions  with  equality  and 
eff iciency . "  ^  End  of  statement.  This  suggests  a  very 
limited,  administrative  role  and  says  absolutely  nothing 


1 .  S t ate  B oar d  o f  E qua 1 i z a t i on ,  Annual  Report  1987  -88 
(Sacramento:  State  Printing  Office,  1988),  3. 
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about  any  broader  role  in  the  formulation  of  tax  policy.  Was 
that  a  substantial  change  from  the  mission  of  the  board  while 
you  were  on  it? 

No,  I  don’t  think  it  is.  T  think  that  only  a  few  of  the 
board  members  are  really  concerned  about  tax  policy  issues;  I 
was  one  of  them.  I  think  the  board  viewed  itself  as  pretty 
much  an  administrative  agency,  a  ministerial  function.  I’m 
talking  about  how  they  acted  as  board  members.  What  board 
members  like  to  do,  if  they  were  going  to  get  involved  in  a 
policy  thing,  is  do  it  on  their  own  and  not  as  a  board 
[member] .  That  seemed  to  be  the  thing.  The  board, 
particularly  in  the  last  few  years  I  was  on  it,  even  wouldn’t 
take  legislative  positions  on  bills  that  were  really  bummers 
because  the  board  members  got  involved  in  this  campaign 
contribution  thing  that  I  was  talking  to  you  about.  So  what 
they  would  do  is  not  oppose  some  exemption  bill  in 
particular.  Then,  the  bill  would  come  up  before  the 
legislative  committee  and  no  one  would  oppose  it.  Therefore, 
it  would  pass — you  can  see  there  had  to  be  some  sort  of 
greasing  out  there — and  then  it  would  get  signed  by  the 
governor.  The  line  of  talk  was:  "Well,  there  was  nobody 
opposed  to  this  on  the  Board  of  Equalization.”  I  always 
thought  that  was  pretty  terrible.  But  if  the  board  had 
opposed  a  lot  of  these  measures,  I’m  sure  they  wouldn’t  have 
passed  with  just  that  one,  single  opposition. 
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That’s  the  basis  I  wanted  to  get  for  my  final  questions 
because  T  want  to  know  whether  I  should  ask  you  about  board 
positions  on  policy,  or  personal.  Looks  like  I’d  be  asking 
mostly  about  personal  positions. 

You  can  try  and  we’ll  see.  The  board  did  have  some 
positions,  there’s  no  question  about  that.  On  Proposition 
13,  we  clearly  had  a  lot  of  board  positions.  They  were 
adopted  by  regulation;  they  were  adopted  by  the  board. 

We’ve  pretty  well  covered  that.  It  was  some  other  things  I 
wanted  to  get  into.  The  first  one,  though,  is  something  T 
had  gleaned  from  your  biography  that  you  wrote  in  May  of  1986 
just  before  you  left  the  board.  You  pointed  out  some 
interesting  statistics  on  how  the  amount  of  work  the  board 
did  had  grown  and  yet  how  the  board  had  become  more 
efficient.  I’ll  note  this  for  the  record.  Between  1959, 
when  you  came  on,  and  1986,  the  number  of  tax  laws 
administered  had  grown  from  9  to  19;  the  number  of  sales  tax 
permits  had  grown  from  342,000  to  7654,000,  123  percent 
growth;  the  sales  tax  rate  had  grown  from  3  percent  to  4.75 
percent- — that’s  for  the  state.  And  its  revenue  had 
increased — and  this  is  rather  incredible — from  $709  million 
to  almost  $ 8  h i 1 1 i on ,  a 1 mo s t  a  1 , 1 4 0  per oen t  in creas e  i n 
sales  tax.  Total  taxable  retail  sales,  from  $23  billion  to 
$  3. 88 . 5  billion,  f o r  a  685  p ere en t  i  n c reasc.  Y e t ,  at  t h e  s ame 


time,  the  number  of  board  authorized  employees  has  grown  from 
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2,500  to  2,837,  an  increase  of  only  13  percent,  with  the 
result  that  the  cost  of  collecting  $100  worth  of  revenue  has 
gone  from  $1.03  down  to  $.071,  a  31  percent  decrease.  To 
what  do  you  attribute  this  ability  to  handle  so  much  more 
work  with  so  fewer  staff,  this  increased  efficiency? 

I’d  say  three  or  four  things.  The  first  thing  is  that  the 
board,  while  I  was  there,  came  into  a  time  when  it  could  use 
data  processing  equipment  efficiently,  and  our  work  lent 
itself  to  data  processing.  We  were  an  early  heavy  user  of 
data  processing  equipment.  We  always  had  some  kind  of  data 
processing',  the  air-operated  Hollerith-type  machines  in  the 
property  tax  in  the  administering  of  the  state  utility  roll. 
But  we  got  more  and  more  into  it  in  the  sales  tax.  We  were 
already  using  hard-wire  systems  when  I  came  on  in  1959,  and 
we  went  on  into  electronic  systems  as  early  as  we  could.  As 
soon  as  machines  were  available  that  could  do  the  work,  we 
acquired  them.  We  didn’t  always  get  the  state  of  the  art, 
but  we  were  right  up  there.  The  result  of  that  was  that  we 
had  to  develop  our  own  programming  potential  because  nobody 
on  the  outside  could  program  our  work  at.  that  time.  It  was  a 
successful  use  of  the  machine;  we  really  could  grind  stuff 
out.  The  down  side  of  being  in  on  it  early  was  that  we  had  a 
lot  of  programs  that  aren’t,  in  today’s  world,  very  good,  and 
they  cost  quite  a  bit  to  repair  or  to  do  over.  The 


legislature  just  hasn’t  been  a  bit  friendly  about  doing 
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anything.  The  problem  with  using  existing  staff  for  that  is 
that  we  have  so  much  new  work  all  the  time.  The  legislature 
loves  complex  programs.  So  that  you  have  to  spend  time  with 
your  staff  just  keeping  up  with  the  changes  they  make.  Like, 
we  went  from  compound  interest  back  to  simple  interest,  and 
that  kind  of  thing.  That’s  a  big  program,  very  big.  You  get 
the  new  tax  laws.  Each  one  has  its  own  data  processing 
problem,  so  you’re  utilizing  your  staff  for  that  instead  of 
repairing  the  old  stuff.  That’s  on  the  data  processing  side. 

The  next  thing  was  that  we  got  modern  management 
techniques  going.  When  the  board  started  administering  the 
sales  tax — and  the  board  had  21  employees  or  something  before 
the  sales  tax  and  went  up  to  2,000  in  a  week — they  got  a  lot 
of  patronage  employees.  I  mean,  when  the  sales  tax  was 
enacted  by  the  legislature,  and  I  think  each  assemblyman  got 
to  appoint  4  employees  and  each  senator  got  to  appoint  six, 
voting  for  the  law.  So  they  sent  their  appointees  in,  and 
some  of  them  were  very  good  and  some  of  them  weren’t. 

Are  you  implying  that  patronage  was  a  motive  for  enacting  the 
original  sales  tax? 

Yes,  indeed.  Nineteen  thirty-three  was  the  bottom  of  the 
[Great]  Depression.  These  appointments  were  a  big  thing. 

The  tax  was  a  ’’temporary  measure.” 


[End  Tape  13,  Side  B] 
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[Begin  Tape 
Nevins: 


de  GRAAF: 
NEVINS: 


14,  Side  A] 

We  were  onto  the  modern  management  method.  The  board’s 
organization  was  established  by  tax  law.  So  we  had  a  thing 
cslled  the  "basic  internal  survey" — that  was  one  of  the  big 
issues  before  I  came  on  the  board — which  recommended  that  the 
staff  be  organized  on  a  functional  basis.  There  would  be  the 
compliance,  the  auditors,  and  the  administrative?  activities, 
and  the  administrative  would  include  date  processing.  We  did 
adopt  that  in  1959,  the  latter  part,  and  we  did  go  in  for 
training  and  development.  We  did  go  in  for  more  effective 
training.  The  board  hadn’t  really  had  an  effective  system  of 
recruiting  auditors,  particularly,  and  other  employees.  They 
depended  on  the  personnel  board  to  do  it,  and  the  personnel 
board  really  didn’t  do  anything.  They  thought  we  were  in  the 
depths  of  the  Depression  and  people  would  stand  in  line  to 
become  public  employees.  They  didn’t.  If  you  wanted 
somebody,  you  had  to  go  get  them.  So  we  went  into  recruiting 
good  people.  We  improved  the  organizations.  When  you  start 
to  do  that  over  a  period  of  time,  you  get  more  efficiency;  it 
just  grows.  We  also  reallocated  the  employees.  We  increased 
the  scope  of  our  offices  out  of  state.  New  York  had  fifty  or 
sixty  [people],  and  Chicago  had  about  the  same. 

What  was  the  function  of  these  out-of-state  employees? 

These  were  auditing  the  retailers  who  did  business  in 


California  who  had  their  records  outside  California.  Sears 
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de  GRAAF: 


NBVINS: 


[Roebuck  and  Company]  actually  had  their  records  in 
California  at  that  time;  they  don't  now.  But  lots  of  big 
retailers'  records  were  someplace  else,  so  we  went  where  the 
records  were.  We  could  require  the  records  to  be  brought 
here,  but — I  won't  go  through  the  whole  banana — it's  better 
to  do  it  that  way.  These  offices  [on  a]  per-hour  basis  were 
much  more  efficient  than  the  in-state  operations.  The 
typical  out-of-state  auditor,  even  though  he  wasn't  as  good 
a  man  as  the  ones  on  the  in-state — he  wasn't  as  well 
trained — would  yield,  say,  $500  an  hour,  and  the  in-state 
auditor  might  get  $150,  $200.  We  had  $600  in-state  auditors 
when  I  left;  we  even  had  $1,000  per-hour  in-state  auditors. 
But  outside  the  state,  we  had  plenty  of  them  that  made 
$2,000  an  hour.  Some  of  the  taxpayers  used  to  yell  at  me 
about  it.  I  said,  "As  long  as  they're  getting  $2,000  an 
hour,  I'm  not  going  to  move  the  guy  an  inch."  [Laughter] 
This  would  be  simply  from  the  amount  of  sales  that  they 
f  ound? 

What  they  found  is,  they  hadn't  allocated  the  sales  or  they 
hadn't  paid  use  tax.  The  biggest  single  thing  you  tend  to 
find  when  you're  auditing  taxpayers  that  haven’t  paid  is 
that  they  bring  capital  equipment  into  California  and  don't 
pay  us  the  sales  or  use  tax  on  it.  That's  the  biggest 
single  misplaced  tax  thing,  as  we  call  it.  Sometimes  they 
just  would  have  money  and  not  pay  us. 


We've  had  plenty  of 
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taxpayers  that  collected  the  tax  and  just  waited  for  the 
auditor  to  come.  There’s  a  certain  amount  of  that.  There 
are  some  people  who  play  games  with  you,  so  you  do  the  best 
you  can.  But  overall,  when  you  take  all  the  thing's — the 
staff  improvement,  the  improved  org’anization,  the  improved 
data  processing  equipment' -and  put  them  all  together,  with 
the  pressure  on  budgeting — that’s  where  they  don’t  give  you 
the  resources — you  try  to  become  efficient,  and  we  did.  I 
think  we  had  a  good  staff.  I  think  the  thing  that  people  on 
the  outside  don’t  realize  is  that,  generally  speaking, 
government  employees  are  better  than  the  private  people 
they’re  in  competition  with.  You  don’t  have  the  dummies 
that  you  have  in  the  private  industry;  they  just  don’t  get 
in  the  system.  You  may  not  have  the  brilliant  people, 
although  you  have  some,  but  you  have  a  good  quality  of 
employee.  They’re  not  all  perfect,  I  don’t  want  to  kid  you, 
but  you’ll  find  that  people  who  come  in  from  the  outside  and 
who  had  lots  of  employees  recognize  that, 
de  GRAAF:  Somewhat  in,  not  exactly,  opposition  but  offsetting  this  is 

the  growing  amount  of  reference  I  found  by  the  early 
eighties  to  the  problems  of  tax  evasion:  the  underground 
economy,  the  gray  area  of  out-of-state  sales,  the  evasion 
you  mentioned  of  business  use  taxes.  Did  you  observe  more 
or  less  public  honesty  as  far  as  taxes  were  concerned  toward 
the  end  of  your  term  as  compared  to  the  early  years? 
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NEVINS: 


Maybe  I  wasn’t  as  observant  as  I  should  have  been  when  I 
came  in,  but  it  certainly  seemed  to  me  there  was  a  lot  more 
tax  evasion  and  avoidance  in  the  end.  I  think  it  was 
brought  about  by  a  number  of  factors.  T  think  the  first 
one,  the  sales  tax  rate  had  been  raised  up  quite  a  bit.  You 
get  to  6.5  percent,  you’ve  got  clearly  a  bigger  cost  problem 
than  you  did  when  you  had  a  3  percent.  You’ll  spend  more 
time  trying  to  evade  a  6.5  [percent]  than  you  will  a  3 
[percent].  I  think  there’s  that.  There  had  been  the 
Governor  Reagan  and  President  Reagan,  who  had  slammed  and 
trashed  government  all  these  years  and  got  people  thinking 
maybe  they  didn’t  have  to  do  these  things  and  that  taxes 
were  bad.  I  think  part  of  the  problem  was  that  the 
reorganization  of  federal  income  tax  sort  of  affected  state 
taxation.  It’s  true  that  we  reformed  property  tax  a  great 
deal  in  California,  but  I  don’t  think  the  public  recognized 
that.  They  just  look  at  it  as  too  much  tax  rather  than  that 
we  had  reformed  it.  It’s  ama z i n g ,  though,  in  the  sales  tax, 
most  of  the  people  you  deal  with  are  not  really  terribly 
antagonistic.  T  sat  in  a  social  security  office  recently 
for  a  friend  of  mine,  I  noticed  people  are  much  tougher  on 
the  social  security  people  at  the  desk  than  they  are  on  our 
people.  I  was  surprised.  They’re  much  more  demanding,  much 
harsher. 


de  GRAAF: 


The  sales  tax  is,  basically,  on  an  honor  system,  isn’t  it? 
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KEVINS: 


de  GRAAF: 


KEVINS: 


It's  basically,  if  you  really  look  at  it,  kind  of  a  nasty 
little  tax.  But  what  we  tried  to  do,  you  went  back  to  when 
you  were  talking  about  the  mission  of  the  board.  What  we 
tried  to  do  as  a  mission  of  the  board  is  ameliorate  the 
harsh  characteristics  of  the  tax  by  letting  the  people  know 
how  to  do  it  and  making  it  appear  that  it’s  inevitable  that 
you  pay  it  and  all  that  kind  of  stuff.  That  takes  a  lot  of 
the  sting  out  of  it.  Then,  they  get  the  feeling  they’re 
charging  the  customer  for  it,  so  it’s  not  "our”  money.  That; 
concept  just  doesn’t  stand  up  economically,  but  we  won’t 
tell  them. 

Did  either  the  board  in  general  or  you  personally  ever 
approach  the  whole  question  of  taxation  by  comparing 
California’s  tax  burden  with  that  of  other  staters  in  making 
your  recommendat i ons ? 

There  were,  of  course,  innumerable  studies  of  that,  looking 
at  it  fifty  different  ways.  In  the  first  years,  up  until 
Proposition  13,  California  was  clearly  a  high  tax  state 
under  any  possible  measure  you  wanted  to  use.  That  doesn’t 
mean  that  our  taxes  were  the  highest.  Like,  the  property 
taxes  per  capita  for  $400  worth  of  income.  But  when  you 
took  the  aggregate,  we  were  one  of  the  leading  high  tax 
s t a t es .  We  offered  a  1  o t.  more  go v er nmen t a  1  s erv i ces  t han  a 
lot  of  other  states  did;  we  still  do,  to  some  degree.  So  we 


were  aware  that  we  were  high  tax.  The  question  that  always 
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de  GRAAF: 
NEVINS: 


arose,  at  least  in  my  mind,  was,  were  we  fair?  Did  we  have 
a  regressive  tax  system?  Were  we  taxing  the  poor  to  benefit 
the  rich?  I  think  that,  over  time,  whatever  harshness  we 
had  in  that  we  ameliorated  to  some  degree.  Our  food 
exemption,  even  though  it’s  a  very  inefficient  exemption — I 
would  handle  it  differently  today-got  part  of  the  sales  tax 
off  poor  people,  and  that  plus  not  charging  any  tax  on  rent 
for  homes  put  poor  people  :in  the  position  of  really  only 
paying  sales  tax  on  clothing  and  articles  they  use  in  the 
home  that  weren’t  food.  So  they  really  weren’t  too  heavy  a 
part  of  the  system.  Our  income  tax  system  generally  has 
been  arranged,  particularly  after  the  reforms  when  Reagan 
was  governor,  where  you  had  the  deduction.  The  deduction  in 
California  is  measured  differently  than  it  is  in  the  federal. 
Standard  deduction,  you  mean. 

It’s  handled  differently  in  California.  The  way  it  works  is 
that  it’s  worth  the  same  do 1 1 ar  amoun t ,  whe t h er  you ’ re  r i ch 
or  poor,  whereas  the  deduction  when  you  have  a  graduated 
rate  is  really  a  deduction  on  the  highest  rate  not  the 
1 ow es t  rate .  T n  C a 1 i f o r n i a ,  it  does n ’ t  wo r k  t ha t  way .  1 1  * s 

the  same  dollar  amount.  We  don’t  have  deductions;  we  have  a 
credit  that’s  measured  in  dollars.  When  you  do  all  these 
t h i n gs  t oge t he r ,  the  s y s t em  r ea 1 ly  isn’t  very  regressive. 

Now,  the  tax  reform  types  will  rail  and  scream  and  holler, 


but  generally  speaking,  when  you  look  at  the  California 
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de  GRAAF: 
NEVINS: 
de  GRAAF: 


NEVINS: 


system  as  a  whole,  it’s  a  pretty  fair  system.  I  think  most 
of  us  in  tax  administration  in  California  tried  hard  to  keep 
it  that  way.  The  senior  citizens’  programs  that  we  put  in 
in  the?  sixties  we’re  aimed  at  that.  When  the  tax  reforms  in 
the  Reagan  years,  when  he  was  governor,  were  aimed  at  trying 
to  make  the  income  tax  very  progressive,  and  it  is,  relative 
to  other  states’  income  taxes.  We  never  just  piggybacked  on 
the  federals;  we  had  our  own  self-  standing  system.  We  used 
the  things  in  the  federal  system  we  liked.  The 
legislature’s  pretty  much  supported  that  all  the  way.  The 
corporate  income  tax  is  working  pretty  well.  We  felt,  over 
time,  that  we  had  a  relatively  fair  system  compared  to  other 
states . 

So  these  sorts  of  studies  were  being  made. 

Oh  yes,  every  year  or  so.  They  were  out  there  all  the  time. 
Just  to  mention  a  few  real  gaps  in  specific  taxes.  Before 
it  was  ended  in  1980-1981,  the  inheritance  and  gift  tax  in 
California  was  something  like  195  percent  of  what  the 
comparable  taxes  were  in  other  states.  Do  you  recall  if 
that  was  at  all  a  factor  in  deciding  to  end  that  tax? 

Right  after  Proposition  13,  we  had  this  revenue  surplus. 

The  inheritance  tax  contributed  to  that.  The  way  the 
inheritance  tax  worked  in  California.  ...  It  had  been 
originally  designed  so  that  lots  of  the  estates  weren’t 


affected  by  it.  But  as  inflation  came  along,  more  and  more 
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estates  started  getting  hooked  by  the.  tax.  If  you  had  a 
$10,000  house  in  1946,  and  that  was  the  only  thing  in  your 
estate,  chances  are  you  never  saw  the  tax  collector.  If  you 
had  a  $120,000  house- -I  believe  the  number  was  $60,000  or 
somewhere  in  there — then  you  started  getting  affected  by  the 
tax.  The  taxes  had  different  rates  for  your  closem?ss  to 
the  deceased.  So  it  became  a  big  revenue  getter.  The  first 
step,  as  I  recall,  in  the  abolition  of  the  tax,  which  I 
strongly  disapproved  of,  was  raising  all  the  stuff  up  so  it 
was  more  like  it  was  in  the  thirties  and  forties.  Then,  I 
think,  the  rates  were  cut  in  half  for  awhile.  I  think  the 
bill  by  the  now  senator  from  north  of  Colorado  Street  here 
in  Pasadena — from  Bakersfield — passed.^  I  thought  it  was  a 
terrible  mistake.  Nobody  campaigned  much  against  it  at  the 
time.  Part  of  the  reason  was  we  still  did  have  the 
surplus.  I  think  it  was  a  mistake  to  get  rid  of  that  tax. 

I  think  it  was  a  way  to  tax  property  that  may  not  have  ever 
been  taxed  before  and  should  have  been  taxed, 
de  GRAAF:  On  the  other  hand,  two  things  that  California’s  very  much  in 

the  low  side  of.  The  gasoline  tax  has  only  been  raised  once 


1.  Reference  is  to  Don  Rogers,  who  while  an  assemblyman 
sponsored  initiative  Proposition  6  on  the  June  1982  ballot.  It  repealed 
the  Inheritance  Tax  Law  and  Gift  Tax  Law  and  provided  for  an  estate  tax 
equal  to  the  maximum  allowable  federal  estate  tax  credit  for  state  death 
taxes*  Proposition  6  passed  by  a  margin  of  64.4  percent  to  35.6  percent. 
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NEVINS: 


since  1963.  I  think  today,  at  nine  cents  a  gallon, 

California  is  one  of  the  lowest  of  all  gasoline  taxing 
states.  Do  you  have  an  explanation  for  that? 

I  think  you  have  a  problem  there  that  Jerry  Brown  came  in, 
and  he  wanted  to  be  the  kind  of  Democrat  that  was  viewed  as 
not  raising  taxes.  He  felt  that  the  national  criticism  of 
Democrats  was  "tax  and  tax  and  spend  and  spend, "  so  he  wanted 
to  be  the  person  who  went  out  of  office  without  having  raised 
taxes.  He  narrowly  succeeded.  The  gas  tax,  I  think,  was  the 
only  tax  increase  of  any  consequence.  Of  course,  he  left  the 
state  in  poor  financial  condition.  So  then  poor  old 
Deukmejian,  who  was  a  Republican,  comes  in,  and  he  had  some 
tax  enhancements  which  were  rather  considerable — $900 
million,  as  a  matter  of  fact.  This  balances  the  budget,  but 
he  doesn’t  have  to  have  any  overt  tax  increases.  He  wants  to 
be  able  to  go  down  in  history  that  "I  didn’t  increase  any 
taxes  while  I  was  governor  of  California."  That’s  what  he 
wants  to  happen.  I  think  it’s  misplaced  but  that’s  neither 
here  nor  there.  So  the  result  is  we  have  these  absurdities. 
Well,  gas  taxes  average  low,  though  when  you  add  the  sales 
tax  on  our  gas,  it’s  not  that  much  below  the  national 
average.  But  the  really  low  taxes  are  the  cigarette  tax  and 


the  alcohol.  Beer  and  wine  are  just  absurdly  low  compared  to 
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de  GRAAF: 


NEVINS : 


other  states.  I  believe  with  a  voter-approved  tax  increase,^ 
our  cigarette  tax  is  somewhere  near  the  average  now.  I 
believe  it’s  just  about  the  average,  with  the  new  rate. 
Cigarette  taxes  [in  other  states]  when  I  first  came  in  were 
very  low.  They  were  two  [cents]  and  three  [cents]  and  five 
cents  a  pack.  Then  we  [Pat  Brown  administration]  came  in,  T 
believe,  first  with  five  [cents]  and  then  ten  [cents],  and  it 
stayed  at  ten  [cents].  Other  states  started  to  go  to  twelve 
[cents]  to  fifteen  [cents]  to  twenty  [cents].  When  I  left 
office,  we?  were  one  of  the?  low  states  at  ten  [cents].  There? 
were  only  a  couple  of  states.  .  .  .  North  Carolina  was  one 
of  the  very  few  that  was  below  us.  I  think  cigarettes  are 
considered  fair  game  for  taxes  because  of  health  problems  and 
so  on.  But  in  California,  the  liquor  tax  just  seemed  to  live 
a  magic  life.  I  don’t  know  why.  I  never  felt  there  was  that 
much  strength  in  the  beverage  industry  to  block  a  real  effort 
to  raise  taxes,  but  there  never  was  any  [effort]. 

Finally,  California  also  has  very  low  severance  taxes  on  the 
extraction  of  minerals  and  oil. 

I’ve  heard  lots  of  talk  about  that.  When  I  first  came  into 
office,  a  lot  of  people  wanted  to  levy  the  severance  taxes. 
What  one  of  the  problems  was  with  that,  as  we  saw  it,  was  you 
levied  the  tax  on  the  production,  and  it  was  OK  if  you  didn’t 
export  any  of  your  products.  Basically,  California  could  make 


1,  Proposition  99  (November  1988). 
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de  GRAAF: 


NEVINS: 


a  case  it  doesn’t  export  much,  especially  now.  But  when  I 
first  came  in,  it  did.  But  I  think  our  property  tax  on  oil 
was  much  higher  than  other  states.  We  had  a  more  effective 
way  of  collecting  property  taxes  than  other  states  and  we 
were  more  sophisticated  at  it.  So  we  got  revenue  there.  Our 
corporate  income  tax  was  more  efficient  and  effective  than 
other  states’.  So  if  you  balance  that  off  against  the 
severance  tax  states — Texas,  Louisiana,  Oklahoma — you  found 
that  we  weren’t  doing  that  bad  as  far  as  taxing  industry  was 
concerned.  They  were  probably  doing  a  little  more  than  we 
were  but  not  that  much  more. 

When  you  get  to  the  relationship  of  taxes  to  personal  income 
and  comparing  the  other  states,  you  really  get  into  what 
might  amount  to  a  tax  philosophy.  I’d  like  to  run  a  couple 
of  tax  philosophy  ideas  by  you  to  see  if  any  of  these  were 
ever  seriously  entertained  by  the  Board  of  Equalization. 

First  was  that  one  you  find  running  from  Proposition  1  of 
[November]  1973  through  the  Gann  initiative,  Prop.  4,  to,  I 
think,  some  of  Deukmejian’s  policies  of  today,  and  that  seems 
to  be  the  idea  that  if  you  put  limits  on  spending  or  a  ban  on 
added  taxes,  economic  growth  alone  will  produce  the  revenues 
that  the  state  needs. 

I  don’t  think  I  or  any  of  the  other  board  members  ever  bought 
that.  I’m  not  even  sure  Rronenburg  ever  bought  that.  I 
think  we  thought  those  things  were  silly.  We  felt  that  [in] 
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de  GRAAF: 


NEVTNS: 


the  states  that,  had  similar  things — the  state  of  Washington 
is  one  that  does — there  were  always  loopholes,  and  it  made  a 
mockery  of  talking  about  revenue  systems  in  an  organized 
way.  You  played  games  with  your  tax  programs,  and  we  felt 
that  that  wasn’t  the  way  to  go.  The  governor  and  the 
legislature  should  take  the  rap  for  the  spending  program, 
should  take  the  rap  for  the  taxes  they  levied.  The  people 
had  a  lot  of  remedies  at  hand  to  deal  with  them:  voting  them 
out  of  office,  referendum,  recall.  I  don’t  think  you  need  a 
Gann  in i t i at i ve . 

So  that  sort  of  idea  has  been  discussed  in  Board  of 
Equalization  meetings? 

I  think  we  always  felt  that  what  would  happen  is,  you  would 
have  this  great  crunch  on  state  budgets  and  stuff  like  that, 
and  the  people  wouldn’t  stop  their  demands  for  government 
services.  We  never  saw  that.  Even  after  13,  they  didn’t.  A 
lot  of  people  complained  violently  when  local  governments  cut 
back,  saying,  ’’That  isn’t  what  we  meant  with  Proposition 
13.”  Well,  the  question  is,  ’’What  the  hell  did  you  mean?”  I 
personally  fought  all  of  those.  T  think  with  the  so-called 
Gann  initiative  that  [it]  was  hopeless  to  fight  that  one.  It 
got  to  be  a  bipartisan  [issue].  McCarthy  was  one  of  the 
sponsors  of  the  thing.  That’s  one  of  the  reasons  I  don’t 
like  him  and  don’t  support  him. 

The  opposite  view  of  that  would  be — I’ve  seen  it  expressed  by 
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some  professors,  and  I’m  interested  in  knowing*  whether  it 
ever  came  up  on  the  board — modern  society  needs  increasingly 
complex  skills  and  faces  increasingly  costly  problems. 
Therefore,  if  anything,  the  ratio  of  revenues  to  personal 
income  must  almost  constantly  go  up.  Do  you  recall  if  that 
was  ever  discussed? 

No,  we  never  discussed  issues  like  that.  Of  course,  we’ve 
shown  you  don’t  need  to  do  that,  I  think  the  biggest  problem 
you  have  in  any  governmental  program  is  that  it  never  seems 
to  end.  The  people  who  are  benefited  by  it  twenty  years 
downstream  aren’t  the  people  who  put  it  in  place  in  the  first 
place.  They  became  sort  of  a  lobby  to  keep  it.  going,  and  you 
wonder  why.  We  managed  to  get  rid  of  the  veterans’  property 
tax  subsidy  by  using  the  homeowners’  exemption  as  an  offset, 
meaning  that  you  couldn’t  take  both.  That’s  one  of  the  few 
programs  we  managed  to  really  cut  down.  The  board  actually 
had  some  tax  programs  extinguished.  Some  of  them,  we  were 
constantly  recommending.  The  911,  we’re  not  very  happy  with 
that.  I  believe  that’s  still  on,  though,  but  the  Moore 
telephone  users’  tax,  I  understand,  has  been  abolished,  and 
we  strongly  recommended  that  from  day  one.  We  said  it  never 
should  have  been  a  tax.  The  utility  users’  tax,  we  just 
think  it’s  crazy.  We  think  a  lot  of  those  are  nuts.  Some  of 
them  will  go,  I’m  sure,  because  they’re  just  small  programs. 
The  big  programs  get  in  government  and  then  just  stay  on,  and 
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you  wonder  why  they’re  there.  Jerry  Brown  wanted  to  get  rid 
of  all  those  regulatory  boards.  He  finally  got  rid  of,  I 
guess,  the  dry  cleaners  board.  Why  do  we  have  to  regulate 
ship  brokers? 

vShip  brokers  had  a  special  regulatory  board? 

Oh  yes. 

Talking  about  Jerry  Brown  for  a  moment,  he  seemed  to 
acknowledge  this  idea  I  put  out  because  he  had  made  a  lot  of 
stress  on  environmental  control  and  energy  alternatives  and 
mass  transit — all  new  and  complex  ideas.  Yet,  aside  from 
that  special  energy  surcharge,  he  doesn’t  seem  to  have  pushed 
taxes  to  take  up  the  cost  of  these  programs. 

What,  happened  during  his  tour  of  duty  as  governor  is  that  we 
had  a  tremendous  amount  of  inflation.  The  way  the  gas  tax 
worked,  it  didn’t  work  well  with  inflation.  In  other  words, 
it’s  so  much  a  gallon,  and  we  had  economy,  and  the  use  of 
gasoline  by  each  vehicle.  Instead  of  four  miles  to  the 
gallon,  you  now  get  twenty.  So  the  tax  to  support 
transportation  in  California,  which  is  primarily  automobiles, 
really  went  down  in  relation  to  the  real  value  of  the 
dollar.  So  the  road  system  went  into  a  decay  situation  while 
Jerry  was  governor.  Then,  he  came  out  with  trains  and  all 
this  sort  of  stuff  and  diverted  some  of  the  sales  tax  and  gas 
tax  money  to  support  these  gimmicks.  I  don’t  think  they’re 


ve ry  success f u  1 ,  any  of  them . 
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Rut  did  he  or  anybody  else  ever  acknowledge  that  if  we’re 
going  into  these)  experiments  in  alternative  transportation, 
we  need  a  greater  tax  base  to  support  it? 

I  never  heard  him  or  any  of  his  people  say  it.  I’ve  heard 
other  people  talk  that  way  but  not  him.  He  may  have  but  I 
didn’t  ever  hear  it. 

One  final  idea  you’ve  already  alluded  to,  and  that  is  the 
misgiving  that  Reagan  and  economists  like  Milton  Friedman 
have  had.  I’ll  quote  Reagan  on  it.  He  made  a  speech  on 
behalf  of  Proposition  1,  once  again,  in  1973,  in  which  he 
said  that  California  faced  a  tax  future  that  would  leave  its 
citizens  ’’defenseless ,  at  the  mercy  of  a  vast 
special- interest-oriented  government  bureaucracy  they  had 
unwittingly  helped  to  create.”  Therefore,  as  Proposition  1 
would  have  specified,  you  needed  both  to  cap  off  taxes  and  a 
limit  on  government  spending.  Did  the  board  ever  share  that 
misgiving  that  special  interests  were  skewing  the  tax  system 
inevitably  upward? 

No,  I  don’t  think  so.  I  never  heard  anybody  talk  about  it. 

We  had  had  increases  in  taxes  because)  we  had  vast  increases 
in  programs  in  the  sixties  under  Pat  Brown.  We  took  the 
university  system  and  the  state  college  system  and  made 
tremendous  expansions.  The  junior  college  system  was 
expanded.  We  had  the  California  Water  Plan  put  in  place. 
There  were  a  whole  lot  of  other  programs  that  were  already  in 
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place,  so  naturally  you  had  to  have  some  money  to  pay  for 
them.  I  think  people  understood  that.  But  the  question  is, 
did  you  want  to  have  those  programs?  And  that  became  the 
issue  under  Reagan,  "I  want  them  but  I  don’t  want  to  pay  for 
them”  was  the  attitude,  and  Reagan  lived  on  that  cleavage  of 
reality  and  fancy. 

de  GRAAF:  Do  you  feel  in  any  way  that  the  exemptions  to  property  arid 

sales  taxes  are  a  reflection  of  this  feeling  that  special 
interests  will  keep  pushing  taxes  or  tax  privileges? 

NEVINS:  What  happened  in  the  last  couple  of  years  of  the  Brown 

administration — Jerry  Brown — was  that  he  was  so  weak  as  a 
governor  at  this  point,  he  didn’t  want  to  take  the 
legislature  on.  So  what  happened  was  that  the  legislators 
were  receptive  to  special  interests  who  offered  campaign 
contributions  when  some  lobbyists  would  come  up.  The 
lobbyists  found  that  that  was  one  of  the  things  they  could  do 
for  their  group  was  get  a  tax  gimmick.  People  were  just  wild 
about  tax  gimmicks  in  those  days.  Some  people  still  are,  by 
the  way.  So  he’d  go  out  and  get  some  sales  tax  or  income  tax 
exemption  for  his  people,  and  some  of  them  hardly  knew  what 
he  was  doing.  Then  he’d  go  back  t o  t he  trade  association 
meetings  and  say,  ” I  got  this  exemption  for  you.”  Most  of 
them  didn’t  make  any  difference.  I’d  say  the  most  stunning 
one,  costwise,  was  custom  software.  People  who  need  custom 
software  just  couldn’t  be  less 


concerned  about  whether  it  has 
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a  6.5  percent  sales  tax  on  it  or  not.  I’m  just  picking  on 
that  one.  So  you  need  an  exemption  to  sell  software!^  It 
was  subject  to  the  tax,  and  that  was  just  weird.  That’s  the 
biggest  one  of  the  ones  that  went  to  Jerry  Brown,  but  there 
are  a  whole  bunch  of  other  ones  that  were  as  bad  on  a  concept 
basis. 

de  GRAAF:  Were  Reagan  or  Deukmejian  or  the  Republicans  in  general  much 

more  circumspect  about  these  exemptions? 

NEVTNS:  Very  few  got  through  under  Reagan,  mainly  because  T  don’t 

think  people  had  thought  about  doing'  it.  That’s  when  the 
hot- food- to-go  became  taxable  because  there  was  some  gimmick 
in  the  inheritance  tax.  What  was  the  other  thing'  that  was 
exempted?  Reagan’s  deal  was  you  can  have  your  inheritance 
gimmick  if  it’s  revenue  neutral.  Making  hot -food” to- go 
taxable  raised  the?  revenue  to  fund  the  exemption.  To  pay  for 
it,  you  had  to  have  a  ho t-food- to-go  tax.  So  we  had  to 
f  igure  out  how  you  were  going  to  tax  hot- food-  to- go.  T  was 
involved  in  that  one  up  to  my  eyeballs.  Incidentally,  Reagan 
was  in  the  hospital,  having  just  had  a  prostate  operation, 
when  he  signed  this  bill.  That’s  the  kind  of  thinking  we  got 
under  Reagan.  Under  Jerry,  I  don’t  think  there  were  such 
offsets.  Remember,  the  state  had  a  lot  of  money  and  this  was 
a  soft  pi ace ,  s o  peop 1 e  j us t  wen t  f or  i t . 


1.  Custom  computer  software  weis  exempted  from  the  state  sales  tax 
by  A.B.  2932,  1981-1982  Reg.  Sess. ,  Cal.  Stat . ,  ch.  1274. 
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Under  Deukraejian,  has  there  been  a  curtailment  of  exemptions? 
He  doesn’t  get  out  and  fight  them.  But  I  think  if  you  get 
one  where  all  the  Republican  legislators  are  for  it,  then 
he’ll  sign  it  even  though  it’s  a  turkey.  He  doesn’t  just 
say,  "I’m  going  to  veto  that,”  which  is  what  he  should  do  on 
a  lot  of  these  things.  He  may  have  learned  in  the  last  year 
or  so  that  maybe  he  should  have  been  vetoing  those  bills 
because  he  is  having  a  revenue  problem  and  he  is  going  to 
have  to  raise  some  rates. 

Do  you  feel  that  weeding  out  a  lot  of  these  exemptions  might 
be  one  answer  to  the  current  crisis  in  funding? 

I  think  you’d  have  to  have  a  big  change  in  the  legislature 
before  you’re  really  going  to  get  it.  I  think  you’d  have  to 
have  a  speaker  change  and  take  out  of  the  legislature  maybe 
about  twenty  other  guys,  more  senior  members  of  both  the 
senate  and  the  assembly,  before  you  really  can  do  it.  But  I 
could  see  it  sometime  in  the  future.  People  are  going  to 
say,  ”We  ought  to  do  with  state  taxes  what  they  did  with  the 
federal  and  get  rid  of  the  exemptions  and  lower  the  rates.” 
The  food  exemption  could  be  dealt  with  very  effectively. 

It’s  got  to  be  looked  at  sometime.  It  just  can’t  be  that 
sacred.  Here  you  have  all  t hes e  yupp i es  eat i n g  exp en s i v e 
food,  getting  it  exempt,  and  there’s  got  to  be  a  better  way 
of  dealing  with  the  food  [tax] .  We  have  a  rental  credit  that 
we  pay.  I  think  we  could  use  the  food  exemption  in  something 
along  t  h  e  way  we  h  an  die  the  ran  t.  a  1  [a  red  it]. 
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That’s  a  very  interesting  idea. 

I  think  you  could  limit  it  so  that  X  bucks  would  be  what  an 
ordinary  person’s  family  would  have  for  food,  and  that  would 
do  it.  There  are  some  problems  reaching  some  of  the 
people — illegal  aliens--but  I  believe,  over  time,  the  illegal 
alien  problem  even  there  is  going  to  change  so  that  it  won’t 
be  in  the  size  that  it  is  now — millions  of  people. 

These  are  about  all  of  my  questions.  Do  you  have  anything 
else  you’d  like  to  add  on  liberal  tax  policy? 

I  think  the  biggest  thing*  that  bothered  me  the  whole  time  I 
was  a  tax  administrator — twenty-eight  years — was  that  no  one 
ever  really  made  a  sophisticated  study  of  how  taxes  really 
affect  people’s  individual  decisions.  You  always  have  these 
guys  talking  about  "If  you  levy  this  tax,  this  business  will 
move."  We  levy  quite  a  lot  of  taxes,  and  in  California  it’s 
amazing  how  the  multinationals  really  have  moved  out  of 
California.  I  don’t  think  taxes  is  the  reason  they  moved 
out.  It’s  amaz i n g  h ow  t his  s t ate  has  grown  w :i t hou t  the 
multinationals.  It’s  really  interesting.  You  might  say  it’s 
better  not  to  have  them.  So  if  you  taxed  them  to  get  them 
out,  you  benefit;  you  could  make  a  really  strong  case  for 
that.  But  the  point  is  that  people  say,  "If  you  tax  this, 
it’s  going  to  ruin  people’s  lives"  or  "It’s  regressive." 

What  you ’ d  really  1 i k e  t  o  kn ow  i s ,  what  kind  o  f  d ec i s i on  d o 


people  really  make  based  on  these  taxes  that  we  levy.  Most 
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of  them,  people  just  don’t  pay  much  attention  to.  That’s  my 
experience.  There  was  all  this  talk  about  property  taxes  and 
how  terrible  they  were.  Actually,  when  you  really  cleared 
away  the  smoke,  for  the  well-to-do  people  half  the  tax  is 
paid  by  the  federais;  it  was  a  deductible  amount.  So  what 
was  all  the  squawk  about?  On  business- type  properties,  it’s 
totally  deductible.  On  apartment  houses,  deductible  again 
from  the  landlord,  and  he  could  pass  the  thing  on  to  the 
tenants.  We  gave  the  tenants  some  kind  of  relief  as  it  was. 
So  how  did  we  get  where  we  are?  In  other  words,  we  grope  in 
the  dark  to  get  the  answers  without  any  effective  study. 
People  who  are  launching  a  new  product  spend  a  lot  of  time 
trying  to  find  out,  is  there  a  ma)~ket  for  this  product?  What 
i s  p eop 1  e  ’  s  at t i t ude ?  We ’ v e  n ev er  d on  e  an y t h i n  g  like  t hat  i n 
taxes,  and  it  needs  to  be  done. 

[End  Tape  14,  Side  A] 

[Begin  Tape  14,  Side  B] 

NEVINS:  I’m  just  laying  it  on  you  a  little  bit  there.  I  just 

think  there’s  got  to  be  much  more  effective  knowledge  by 
government  of  how  people  really  fee*]  about  taxes.  I  think 
people  sort  of  create  values  by  rhetoric  about  how  people 
ought  to  feel  about  taxes.  I  don’t  think  they  really  feel 
that  way.  You’re  going  to  have  some  people  out  there  that 
are  against  all  kinds  of  taxes  all  the  time,  but  usually  you 
find  that’s  a  very  small  fraction  of  the  people.  One  of  the 
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things  you  want  to  do  in  government  is  to  have  the  confidence 
of  the  people,  and  one  of  the  ways  you  erode  confidence  is 
talking  about  taxes  all  the  time  as  if  it  was  some  horrible 
thing.  On  the  other  hand,  you  want  to  stop  crime  or 
something.  Well,  you  can’t  do  that  if  you  keep  running 
government  down.  If  you  want  to  have  good  schools,  you  can’t 
run  down  the  system. 

While  you  were  on  the  board,  did  you  ever  raise  the  idea  of 
this  study? 

Yes,  a  number  of  times. 

Did  you  ever  have  any  support  for  it? 

I  came  fairly  close  once.  I  think  when  Jerry  first  came  in, 
there  was  some  problem.  I’m  sure  when  somebody  looks  through 
my  files,  they’re  going  to  find  the  letters,  because  I  wrote 
about  it.  I  wrote  the  governor  a  couple  of  times  on  it.  I 
talked  to  Doerr  about  it  a  lot.,  trying  to  find  a  way  to  get 
it.  I  think  I  talked  to  Hannigan  about  it.  But  it  never  got 
i n t o  an y  kind  of  f o rm .  It’s  s ome t h i n g  t he  gov e rnor  has  t o 
decide,  "I  want  to  do  it.”  He’s  got  to  say,  "This  can  be 
part  of  my  program.  I’m  going  to  find  out  how  do  they  really 
feel  about  this.  Should  we  make  some  changes  so  that  we  make 
our  people  feel  better  about  this  tax  system?”  Actually,  the 
legislature  is  fairly  reactive;  they  didn’t  let  things  get 
out  of  hand  even  in  the  [Proposition]  13  days.  I  think 


people  had  a  lot  of  ambivalence.  You  had  this  tremendous 
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increase  in  property  values,  and  ordinary  people  had  no  idea 
what  capital  gains  meant.  You’d  go  out  and  talk  to  somebody 
about  "Gee,  you’ve  had  this  tremendous  capital  gain." 

"What’s  that?"  They  didn’t  realize,  as  I  said,  "It’s  money 
you  can  borrow  against."  They  would  respond,  "But  I’ve  got 
to  have  a  house  someplace."  I  would  say,  "You  can  move  and 
go  to  a  cheaper  place."  They  were  talking  about  houses  along 
the  beach.  That’s  one  thing  that  I  never  got  to  first  base 
on.  Of  course,  it’s  never  been  done  at  the  federal  level. 

The  feds  do  do  something  where  they  get  some  of  this 
information,  where  they  make  these  audits  of  people.  They 
aren’t  picked  because  they’re  not  paying  taxes;  they’re 
picked  to  see  how  the  compliance  system  works.  There  are 
about  150,000  of  those  made  a  year.  It’s  quite  a  big  number 
of  taxpayers. 

de  GRAAF:  This  does*  tend  to  yield  some  information  on  how  people  feel 

about  taxes? 

NE  V I  NS :  What  t  hey  ’  re  t  r  y  i  n  g  t  o  do  is  fin  d  on  t. ,  a  re  t  hey  ab  1  e  t  o 

comply  with  the  law?  Does  it  make  sense?  One  of  the  reasons 
for  the  tax  reform  law  [of  1986]  was  to  get  rid  of  a  lot  of 
baloney  that  was  in  the  tax  law.  It  was  getting  so  that 
nobody  understood  what  it  was.  You  can’t  have  a  tax  system 
people  don’t  understand.  One  of  the  things  that  bothers  me 
about  the  sales  tax  as  I  got  near  the  end  is,  I  couldn’t  give 
the  right  answer  all  the  time.  When  I  first  was  in  office,  I 
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learned  the  tax  law  and  I  could  toll  people  what  the  answer 
was,  and  it  was  right  99  percent  of  the  time.  I  gave  a  guy 
some  advice  the  other  day,  and  I’m  not  dead  sure  it  was  right. 
Is  this  because  of  all  the  exemptions  they’ve  added  to  it? 
Exemptions  and  gimmicks.  I’ll  just  recite  it  and  you  can  get 
an  idea.  This  fellow  owned  an  airplane.  He  bought  the 
airplane  in  Van  Nuys  and  leased  it  simultaneously  to  a  person 
in  Oregon  who  took  the  plane  out  of  the  state,  to  Oregon,  and 
used  it  there  for  a  couple  of  years.  They  cancelled  the 
lease  for  reasons  that  have  nothing  to  do  with  the  thing  and 
brought  the  plane  back  to  Van  Nuys,  so  the  plane  is  grounded 
in  Van  Nuys.  We  have  a  use  tax  on  airplanes  that  was  put  in 
the  same  as  automobile  use  taxes.  So  the  guy  calls  me  up  and 
says,  "We  just  got  this  bill  from  the  Board  of  Equalization 
on  this  tax."  I  said,  "On  the  facts  you’ve  given  me,  I  think 
you  owe  the  tax.  I  think  the  problem  you  have  is,  what  is 
the  measure  of  tax?  What  was  the  plane  worth  when  you 
brought  it  hack  into  California?  That’s  your  issue,  not 
whether  you  owe  a  tax."  I’m  pretty  sure  I’m  right  on  that 
one,  but  I  wouldn’t  want  to  bet  my  life  on  it,  I  tell  you. 

With  that  interesting  anecdote,  we’ll  end. 


[End  Tape  14,  Side  B] 


